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Head 
of the 
Bourbon 


In Old Grand-Dad—nature’s bounty plus the skill 

and experience of inaster distillers have been combined 
to produce as fine a Kentucky bourbon as ever passed 

a man’s lips. Add to this the silent sleeping years that 
Old Grand-Dad matures in new, charred white oak casks, 
and you have the true reason why this famous bourbon 


has long been “Head of the Bourbon Family.” 


The Old Grand-Dad Distillery Co., Frankfort, Kentucky | 
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| - the windows of his mansion at Kittery Point, William Pepperrell, richest man in 
Maine, could see his ships departing and arriving from the West Indies and Europe. The 
house, built by his father in 1682, was “one of the most magnificent provincial resi- 
dences”; through the hall, it was said, a cart and oxen could be driven. Smaller than in 
Pepperrell’s day, his birthplace is now privately owned. 

Besides being a merchant and shipbuilder, Pepperrell took an active part in politics 
and was an officer in the militia. Although he had no legal training, the governor appointed 
him chief justice of the colony when the incumbent was removed for political reasons. 
Reversing the usual order, after his appointment Pepperrell set about studying law. 
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SIR WILLIAM PEPPERRELL 
| Sust Aneucan Baronet 


hold Louisburg, one of France’s important fortifications. In recognition of his efforts in 


His chief exploit was commanding an expedition in 1745 against the Canadian strong- 


bringing the siege to a successful conclusion, George II made him a baronet, an honor never 
before conferred on any native American. He was also the first American to be a general 
in the British royal army and for a few months served as acting governor of Massa- 
chusetts which at that time included Maine and New Hampshire. 

Sir William was proud of his success and cut a fine figure as 
he rode about in his coach attended by footmen and outriders, 
but his overwhelming ambition to have his name perpetuated 
failed of fulfilment. Of his four children, Andrew, the only son 
to reach maturity, was engaged to Hannah Waldo but postponed 
the marriage date several times presumably because of ill health. 





When the wedding day finally arrived, in the presence of the 
enc: assembled guests, the bride called off the ceremony because of 
ontiax ¢ Ge the mortification she had been caused. The grief-stricken Andrew died shortly thereafter. 
After Sir William’s death in 1759 the property passed to his daughter’s son William 
Sparhawk on condition that he take the name Pepperrell. As he was a Loyalist he fled to 

England when the Revolution broke out. 


The Home, through its agents and | H E H C M E; 
brokers, is America’s leading Srrsurance , 
insurance protector of American homes ag 


and the homes of American industry. 4 Office: 59 Maiden Lane, New York 8.N.Y. 
ome Office: aiden Lane, NY. 


FIRE ® AUTOMOBILE ® MARINE 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 
Copyright 1951, The Home Insurance Company 
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Editorial 





What? No Eggs? 


ccording to a press dispatch a union is demanding of a packing house in the Mid- 
A west free hams for its membership at Easter and Chirstmas. And just so there 
would be no doubt the grade and type of ham are specified. There are no details yet as 
to whether it is to be a ham from acorn, peanut, or corn fed hogs or hogs that have been 
fed skimmed milk. But why be impatient? Give the people a little time and a few 


samples at Easter and Christmas and they will know pretty well what to specify. 


This is very interesting and may give many people a new idea. The thought that man 
had to work for his living may be passé. This new order may show a much better way 


to live. 


Why not, for instance, get a job with an automobile company. Stay on it until Easter 
and then demand one of the very best cars. Then shift jobs before Christmas, this time 
choosing to work for a major food company. This will enable you get the trimmings 
that go with the ham. If you are physically able, take a harvest job in the summer with 
a farmer. You may wind up with a part of the farm. Every boy at heart wants to be 
a railroad man and men are grown up boys so get a job as a brakeman and soon you'll 


have your own private railroad car. The possibilities of this idea are limitless. 


Ah, ‘tis a wonderful world where everything is free! Sounds ridiculous, doesn’t it? 


It is. But is it any more ridiculous than the so-called free distributions of our government? 


Why not begin at the cradle and shift about in your work so that everything you need 
in life can be yours if you only join the right union and make the right demand for a 


part of the product upon which you work. 


Come to think about it, however, maybe this would be too involved. As for myself, 
since I have been engaged in credit all my life I would appreciate a recommendation to 
some good bank, preferably in the Foreign Department, where I would issue a letter of 


credit, to myself, join the union, and be able to live at ease for the balance of my days. 


Why dream about Utopia? Why wait for pie in the sky? It is right here for the asking. 
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THIS MONTH'S 
COVER 


Bryant Essick is a native 
Californian, born and edu- 
cated in and around Los 
Angeles, except for his last 
two years of college which 
were spent at MIT. 


Shortly after graduation 
he and his father—a former 
banker and past president of 
the Los Angeles Credit 
Managers’ Association — 
formed a partnership in the 
machinery business, a part- 
nership which continued un- 
til the death of his father in 
1945. At first the company 
handled construction equip- 
ment manufactured by oth- 
ers, but in 1936 they branch- 
ed out into the manufactur- 
ing field and by 1941 were 
primarily manufacturers. 
During the war the com- 
pany was completely devoted 
to war work, manufacturing 
airplane components. After 
the war the company quick- 
ly reconverted to civilian 
products and now has two 
plants—the main plant in 
Los Angeles and a branch 
plant in Little Rock, Ark. 


In Los Angeles the com- 
pany makes_ construction 
equipment—concrete mixers, 
road rollers and the like— 
and a complete line of evap- 
orative air coolers for air- 
conditioning. The Little 
Rock plant makes the cool- 
ers. The company is now 
one of the largest in its field. 


Bryant Essick is a past 
president of the Los Angeles 
Credit Managers’ Associa- 
tion and gives liberally of 
his time to other civic ac- 
tivities such as the Welfare 
Council, the Volunteers of 
Amerca and the Merchants 
and Manufacturers’ Associ- 
ation of Los Angeles of 
which he is currently presi- 
dent. 


TTL TTL LLnL LUT Gad 


CREDIT Bina 


and Official Publication of the 


National Association of Credit Men 
FINANCIAL 
MANAGEMENT 


VOLUME 53, NUMBER 11 


HD] eeAf GAIT UL PTAA TTA TTA UTA THT 


CONTENTS 


What? No eggs? (editorial) 

Thirty days in Washington 

The road ahead 

ES OO TT Pe et oe ree E. L. Blaine, Jr. 


Credit problems in construction Edward H. Cushman 


Second Graduate School to open at Stanford University 


Stanford ratios—an integral part of credit analysis .. George W. Frank 


Efficiency tips 

Keeping informed 

In the MODERN office 

Census Bureau issues sales, credit report 

66 F ons 2h na hathieds 4.4 Mw hale w ® Sareea eNOS 
Legal notes and news 


Association news 


RICHARD G. TOBIN LESLIE E. JONES 
Editor Associate Editor 
E. B. MORAN 
Business Manager 


33 South Clark Street, Room 1538, Chicago 3, Ill. 
Publication Office: 1309 Noble Street, Philadelphia 23, Pa. 


Editorial and Advertising cffices 
229 Fourth Avenue, New York 3, N. Y. 


7.1 


Published on the 1st of each month by the Nationa! Association of Credit Men, 1309 Noble Street, 
Philadelphia 23, Pennsylvania. Entered as second class matter December 22, *7_o, at the Post 

at Philadelphia, Pa., under the act of March 3, 1879. Subscription price $3.00 a year, 25¢ per copy 
Canada, $3.50; all other countries, $4.00 postpaid. Copyright, 1951, National Association of Cr 
Men is responsible only for official Association statements and announcements printed Saas 
Printed in the United States of America. 





THIRTY DAYS IN WASHINGTON 


A check list of items of interest to Financial Executives 


CONGRESS ADJOURNS UNTIL JANUARY 8: The first session of the 82nd Congress 
wound up its affairs on Saturday, October 20, and adjourned until Tuesday, 
January 8. In the final hours a grist of legislation came out of the 
"hopper" and was sent down the hill to the White House. Among the meas- 
ures passed by Congress during the last week of the first session were: 


A $5,691,000,000 tax increase bill. 


Approval of $13,000,000,000 of appropriations making the 
total for session close to $85,000,000,000. In addition 
§$6,000,000,000 were allowed to cover deficiencies for the 
fiscal year that ended last June 30. 


Overrode a Presidential veto on legislation providing $1600 
of Governmental aid to disabled veterans for the purchase 
of automobiles. 


Passed legislation providing for increase in postal rates 
eStimated to produce $117,416,000 in additional revenue. A 
few days previously Congress had voted »250,V000,000 as in- 
creased pay for postal workers. The new postal bill does not 
change tne letter rate but ups post cards from 1¢ to 2¢; 
increases Second ciassS (newSpapers and magazines) 10% a year 
tor three years Starting Aprii 1, 1952 and boosts the l¢ 
bulk rate on third class mail to l%¢ starting July 1952. 


LUnanged the tart-nartley Law on shop plant elections. 


MANY MEASURES CARRIED OVER TO NEW SESSIONS: Bills which did not receive 
final action before adjournment of the first session will be considered 
automatically pending when the new session of Congress convenes. One of 
the more important items on the continued agenda is the proposal to repeal 
the so-called Capehart amendment to the Price Control Act passed by the 
first session. This proposal was passed by the Senate but did not receive 
a final vote in the House when the Rules Committee declined to place the 
measure on the agenda as it was thought discussion of this proposal would 
cause an adjournment delay. 


CONGRESS BUSY IN FIRST SESSION: The speed with which final enactment of 
tax and appropriation measures were voted during the final days was made 
possible because of long hours of committee hearings and study in both the 
House and Senate on these important measures. The Senate had sessions on 
172 days while the House met on 163 days. A total of 180 public laws and 
338 private laws were enacted during the session. All of the measures 
passed during the closing days had been discussed during long committee 
hearings in both the House and Senate so that members were kept currently 


informed of the progress of these measures as they came down to a final 
vote. 


WILL ASK MORE TAX MONEY IN 1952: As he signed the tax bill as voted by 
the first session of the 82nd Congress President Truman declared that 
he would ask Congress next year "to give major attention to improving 
our tax laws." 


Among other things faced by Congress in its new session will be ratifi- 
cation of the Japanese Peace Treaty, statehood for Hawaii and Alaska, 

the St. Lawrence Seaway, and legislation to penalize venality among 
government officers and perhaps approval of a treaty similar to the North 
Atlantic pact should the Korean truce talks result in an armistice. 











There are bumps and potholes in 


The Road Ahead 


by E. WILLIAM LANE 


Treasurer, American Screw Company, Willimantic, Conn. 


Fk YOU were to sit down and 
have a heart to heart talk with 
almost anyone of your employees 
and ask him what concerned him 
most in his life, I am inclined to 
believe you would find a well em- 
bedded fear of the future and the 
desire to be self-sustaining in the 
later years of life. I believe you 
would also find a determined desire 
to provide some form of security for 
his family and loved ones. After all, 
isn’t that the idea that most of us 
wish to carry out to some degree? 
The seed for some form of secur- 
ity was sown in the stock market 
crash of 1929 and the depression of 
the early 1930’s. The economic and 
social hardships which appeared at 
that time made an indelible impres- 
sion upon the majority of the men, 
women and children of that era and 
likewise changed our entire think- 
ing and concept of government. 
Today we are in the midst of a 
social revolution. By revolution | 
do not mean a state of war, or 
violence, but rather a new social 
conscience. A social conscience, be- 
lieve it or not, that has changed the 
thinking and the attitudes of our 
young people, labor and business. 
The impact of this social change 
upon private and ptblic morals is 
now front page news and is the 
theme of many articles you may read 
in any magazine on the newsstand. 


The start 


In the early 1930’s, as a nation, 
we asked for, and elected, public 





National Vice-President for the Eastern Division 





E. William Lane has been connected 
with the American Screw Company 
for more than twenty-five years; ap- 
pointed credit manager about twenty 
years ago he has occupied his present 
position for twelve. 


He is a graduate of Northeastern 
University. He has served the Rhode 
Island Association in practically every 
capacity possible including two terms 
as president. He was elected to his 
present office in the National Asso- 
ciation during the Boston convention 
last May. 


officials who provided (and _ still 
continue to provide) various social 
and financial security measures and 
with them an ever-increasing public 
debt. 


It did not take the politicians long 


to see the new field of political con- 
trol that had opened up with jobs 
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to pass out to the faithful. The 
scheme to buy votes of a large seg- 
ment of the people with their own 
money —tax money—was now 
“standard procedure” in the domi- 
nating school of political thought. 

So, with our expanding security 
we have inherited abuses and the tax 
bill which, through direct and indi- 
rect taxation, is taking and will con- 
tinue to take at least one-third of the 
earned income of the every-day per- 
son that is gainfully employed and 
whose principal source of income is 
from salary or wages. 

Today, the word security takes on 
another meaning. Security from war 
and all that goes with it. The threat 
of an all-out war, mounting inflation 
and taxes on a scale unheard of be- 
fore, threatens our American way of 
life. 


The past five years 


As we look back, it hardly seems 
that five years have elapsed since 
World War II ended and business 
made a start towards resuming a 
normal way of operation. 

Back in those days of the mid- 
dle 40’s, we read and heard a lot 
about the increasing public debt, 
war-time excise taxes, price support 
programs, and numerous other pro- 
grams of social significance which 
gave us, as a country, the largest 
peace-time budget in the history of 
any nation. In 1929 the cost of gov- 
ernment was $3,182,807.00. In 1950 
it stood at $40,167,000.00 

During these five postwar years 


5 


we witnessed the wage spiral pro- 
gram of organized labor with such 
labor leaders as John L. Lewis tying 
up a basic_industry. As a result, 
prices in most basic industries in- 
creased progressively, notwithstand- 
ing a decline in the demand for many 
goods and services. During this pe- 
riod subsidies for many commodities 
have been, and still are, in effect at 
a cost of billions of dollars to the 
taxpayers. 


—And now 


Today, inflation is everyone’s 
problem. It’s here and 1951 finds us 
battling it on all fronts. Wage con- 
trols, price controls and an ever- 
increasing number of regulations 
have been, are still being, and will 
continue to be established in order 
to save the dollar from further de- 
preciation. As good citizens it is our 
patriotic duty to participate and to 
do our part individually in follow- 
ing their regulations. Nevertheless, 
we have a moral right to examine 
and inquire into the methods and 
procedures adopted, to be sure the 
best job possible is performed. Tax- 
ation and the expenditures of public 
funds for hand-outs, carried over 
from the era before Korea, deserve 
our particular consideration. 

The foregoing background which 
I have just given is the basis with 
which we start our defense program. 
Let me make it clear that I am not 
implying that the over-all defense 
program is wrong or that I am in 
any way opposed to it, providing 
we trim the national budget of all 
non-essential items not connected 
with it. Such items as the subsidies 
of food products and disbursements 
under any plan to aid foreign na- 
tions may well be cited as being 
worthy of re-examination at this 
critical time. We should ask and 
continue to ask: “What have these 
countries receiving aid done to help 
themselves ?” 


First, the debt 


During the past five years we have 
heard a great deal about our ex- 
panding debt. Credit executives have 
been reminded on many occasions of 
the threat to our economy and our 
way of life by Mr. Henry H. Hei- 
mann, Executive Manager of the 
National Association of Credit Men 
in his monthly letters. Our financial 
journals and business publications 
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have regularly stressed the threat 
and challenge to the solvency of this 
nation. Therefore, before we try to 
look down the road to the future, 
it might be well to take a quick look 
at how our government is being run 
and particularly make a quick ap- 
praisal of some of our public ser- 
vants who have been and are now 
serving either in the federal, state 
or municipal governments. 

If what we hear and read is half 
true, I submit that we have some- 
thing to think about, particularly 
when the Congress finds it necessary 


The People’s Tax Load 


The following table gives the es- 
timated per capita equivalent of 
annual Federal Government reve- 
nues for selected years to date and 
projections based on estimates for 
the 1952-53 fiscal years: 


Government 
Receipts 
(in billions) Per Capita 


Fiscal 
Years 


1917 

1918 

1919 

1940 

1943 

1945 

1951 

1952 5 

1953 . 475 


Sources: Joint Committee on the 
Economic Report; Bureau of 
the Census; Institute of Life 
Insurance. 


to appropriate funds to investigate 
the morality of key people in the 
government services. 


Then, the scandals 


Last Spring I heard one of our most 
prominent news commentators in a 
national hook-up make the astonish- 
ing statement that within the last 
few months 91 sex perverts had been 
discharged from various prominent 
bureaus in Washington. Again, when 
organized gambling can take the toll 
of millions of dollars from the peo- 
ple, each year, throughout the coun- 
try, it seems a pretty safe conclusion 
to draw that corruption continues to 
exist in high places. 

The scandal in the New York 
Police Department raises the ques- 
tion that if it exists in a city like 
New York, how many other cities 
and towns in the United States have 
a similar condition? 

Now, we have the problem of nar- 
cotics and the peddling of “dope” 
to teenagers. The exposures of that 
evil which seem to crop up almost 


daily again bring out the change in 
social conscience that has taken 
place. The “gin-drinking” era of the 
fabulous twenties was tame stuff 
compared with that which confronts 
both the parent, teacher and clergy- 
man today. 


Foreign policy 


In addition, before we consider the 
Korean hostilities and their vast 
implications upon our economy and 
the moral stability of our people, we 
would do well to review briefly our 
foreign relations and the way we 
have conducted ourselves with other 
nations. Whether we were right or 
wrong in the agreements that were 
made at Potsdam and Yalta, only 
time will tell. Certainly Germany, 
both the Eastern and Western sec- 
tions, is still a diplomatic and finan- 
cial headache. Endeavors to assist 
the Nationalist Government in 
China were, in my opinion, both 
diplomatic and financial failures. ] 
am just touching the high spots. 
There are numerous other examples 
which I might mention but these 
will suffice to tie in with other ob- 
servations which I will subsequently 
make. 

I leave it to you, based upon ex- 
tensive debate in the Congress, the 
discussions in the press, and _ the 
comments of the man in the street, if 
our foreign policy has been and is 
now what it should be, would the 
nation be faced with the threat of 
an all-out war, inflation and exces- 
sive taxes had we pursued a differ- 
ent foreign policy? 

Maybe General MacArthur was 
wrong in his philosophy of the Far 
Kast. I am not going to condemn or 
defend this gentleman or plead his 
case, but whether you are for Mac- 
Arthur or not, the way he was han- 
dled smacks pretty much of politics. 

As a layman, I may be judging 
our Department of State too severe- 
ly. However, with the type of per- 
sons and their ideologies alien to 
our way of life who have served the 
State Department, and for that mat- 
ter may be serving it now, it seems 
that you and I have every reason to 
be alarmed. If real statesmanship 
was ever needed, the time is now. 
It may be trite to make the state- 
ment that we need statesmen instead 
of politicians, but I think it is some- 
thing than can be said over and over 
again in the light of existing condi- 
tions. 
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it is important to keep the his- 
torical picture and the foregoing 
condensed review from 1929 to date 
before us as we now consider the 
impact upon our economy resulting 
from the Korean hostilities and, as 
we live and work in a modified war 
economy with wage, price, man- 
power and credit controls along with 
increased public spending and still 
higher taxes. 


What comes after Korea? 


What concerns every man, woman 
and child in the United States is the 
after-effects of the Korean hostili- 
ties. Its impact upon our economy 
and way of life literally staggers the 
imagination. The value of our cur- 
rency has been steadily declining so 
today we think of and refer to our 
money as the “50¢ dollar.” The in- 
crease of the public debt as a result 
of war expenditures will result in a 
further depreciation of the dollar. 

Commander William T. Green- 
halgh of the U. S. Navy of the 
[Industrial College of the Armed 
Forces stated last Summer in New 
York that a war with Russia would 
cost $145,000,000,000 a year, and if 
the war lasted as long as World 
War II, the cost would be something 
like 525 Billions. This would mean 
a national debt of 600 Billion dol- 
lars or more and making either 
repudiation or a dollar devaluation 
to approximately 9¢ as the only 
means of financial survival even if 
the war were won. 


Colonel Edward V. Rickenbacker, 
speaking at LaGrange, Illinois, on 
September 10, 1950, summarized it 
very well when he said, and I quote 
in part, “A third world war would 
cost the United States 100 billion 
dollars to win physically, but such 
a conflict would mean the economic 
ruin of the United States and of the 
world. No one could win World 
War III morally and financially. We 
cannot go on forever depleting our 
tesources and failing to replace 
them. If we continue we will go 
down to the level of the other peo- 
ples of the world in one generation.” 


Money and credit 


At no time since the Civil War has 
the soundness of our currency been 
challenged as it is being challenged 
today. Sound money and sound 
credit go hand in hand. You can’t 
get away from that conclusion and 


GROWTH OF FEDERAL TAXATION 


(Estimated per capita Federal Government rev- 
enues from taxation for selected years in two 
previous war periods and in current emergency) 


SOURCES: Joint Committee on the Economic 
Report; Bureau of the Census 


1919 


history will prove it beyond con- 
tradiction. 

Furthermore, name any country 
that has debased its currency over a 
period of time and you are almost 
certain to find a deterioration of the 
moral and spiritual levels of its peo- 
ple. Two good examples are Ger- 
many, under the Nazi regime, and 
France during the postwar era of 
World War II. 

Devaluation of the U. S. Dollar 
will only come as a last resort and 
it could come at a time when least 
expected. While we now have broad 
price and wage controls, yet, if pub- 
lic expenditures of such sizeable pro- 
portions continue, even with in- 
creased taxes to meet them, the 
value of our currency is still threat- 
ened. This is one of the reasons 
why public expenditures other than 
those for national defense must be 
trimmed and trimmed hard. 


Inflation and devaluation 


Weare constantly reminded of the 
effects of inflation, for hardly a day 
passes that we do not pick up a 
newspaper or a magazine touching 
on this subject. Nevertheless, very 
little discussion or information has 
been publicized about our fiscal and 
monetary policies as they affect the 
value of our dollar. 

The fact that approximately forty 
countries have devalued their cur- 
rencies seems to be passed over 
lightly and the effects on our own 
currencies is ignored. In such coun- 
tries as Canada, England and France 
anything affecting the value or status 
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of their respective currencies is front 
page news. Why isn’t it so heres 
If there is any doubt in your mind 
as to the effect on our own country’s 
foreign trade as a result of these 
mass devaluations, I suggest that 
you ask anyone doing business in 
the export field. 

It has been my observation that 
anyone who had the courage to even 
raise the question of devaluation of 
our currency was looked upon as a 
radical thinker and anything but 
patriotic. Yet, in many high places 
the possibility of a revaluation of 
our currency as a result of the ever- 
mounting public debt has not been 
entirely discounted. 

You may be surprised to learn, 
and I can show it to you, in black 
and white, that in some financial cir- 
cles in Canada there is a feeling that 
if our country continues some of its 
current fiscal policies some form of 
adjustment, deflation or whatever 
you wish to call it, will come in less 
than five years. This statement is 
not based upon hearsay conversation 
but is reported in detail in recog- 
nized Canadian financial publica- 
tions. 

I am very much inclined to be- 
lieve, as tremendous expenditures 
are made for the defense program 
and taxes increase, the subject of 
inflation will be discussed more in 
relation to the value of the Ameri- 
can dollar than has been the case 
heretofore. 

I do not pretend nor do I wish to 
give you the impression that I am an 
authority on this subject. There are 

(Continued on page 35) 





Let Freedom Ring! 


by E. L. BLAINE, Jr. 


Vice-President, Peoples National Bank of Washington, Seattle 


E, in America, are ex- 

tremely fortunate. We 

have enjoyed the highest 
living standards the world has ever 
known and a degree of individual 
freedom unknown to the rest of the 
world and largely unappreciated by 
many of our own people. This situ- 
ation is not the result of accident 
but is the logical culmination of the 
dreams of our forefathers who came 
to this new land 200 years ago and 
carefully nurtured their ideas until 
they matured into the greatest flow- 
ering of civilization anyone has yet 
known. 

Unfortunately, many of us today, 
while taking pleasure from the ef- 
forts of the past, are forgetting that 
it takes constant work to keep a 
garden in its prime and are gradu- 
ally permitting the weeds to return. 
Unless we immediately take vigor- 
ous steps to recultivate the seeds of 
freedom and liberty we are in danger 
of having our great accomplishments 
smothered in a morass of ancient 
and obnoxious social weeds. 


People just don’t know! 


You may well ask yourself how 
Americans, with all their blessings, 
can ever forget what made those 
blessings possible. The answer is 
quite simple. There are millions who 
have never known anything differ- 
ent. The child born tomorrow will 
find it extremely difficult to realize 
that there ever was a time without 
radio and television. 

Many Americans have never had 
the privilege of living under a truly 
free economy and seeing the progress 
which takes place. They have known 
nothing but regulations, war and 
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Past National President 


the threat or war, international strife 
and recurring crises. To them this 
is the normal way of life. 48% of 
America’s population today has 
never known a Republican presi- 
dent. Over 30 million of us are 
under 15 years of age and have 
never known of times without price 
controls, wage regulations, social se- 
curity taxes. They have never known 
the confidence there is in a gold 
standard currency and they believe 
that the bitterness of labor-manage- 


ment conflicts is a natural part of 
life, 


We must teach them 


How can they know anything 
different unless you and I refresh 
our Own memories and explain to 
them that all of these things are 
of recent development and were no 


part of that free enterprise system 
which, despite all its faults, created 
the wealthiest and most powerful 
nation on earth and gave to its peo- 
ple more biessings than man had 
ever enjoyed before? 

No thinking person can deny 
that the greatest progress of man 
has been accomplished where the 
individual has been free from re- 
strictions and controls to develop 
his capabilities and his personality 
along the lines that he feels are im- 
portant to him. Despite the clear 
lesson of history, however, we find, 
on every hand today, attempts to 
circumscribe the individual under 
the guise of “planning”. Countless 
laws have been passed and regula- 
tions promulgated to direct and 
guide us but each and every one 
of them places some restriction or 
control over our activities. The ar- 
guments used are most plausible but 
let us look at them a bit more closely. 


“Little man” legislation 


One of the first, and most popu- 
lar, is that we need legislation to 
prevent one individual or one group 
from taking advantage of another. | 
must reject this as based on an en- 
tirely false premise. It presupposes 
that, without legislation, everyone 
would or could take advantage of 
everyone else. As a believer that 
mankind is descended from God 
I must reject that as false. As a 
witness of the generosity of man in 
aiding the unfortunate victims of 
catastrophe and tragedy I must re- 
ject it. As an observer of the way 
in which business strives constant- 
ly to produce better and better prod- 
ucts I must reject it. 
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[ have passed the middle of my 
life’s span and have, during that 
tirae, encountered many individuals. 
[I can truthfully say that I have yet 
to meet the one whose sole ambition 
in life is to take advantage of his 
fellows as this argument claims. I 
am told that he exists but I am 
confident that his numbers are so 
small that the damage he may do 
cannot compare with the damage 
which results when you retard the 
progress possible if all of us are 
allowed full freedom to develop our 
capabilities. I am also certain that 
legislation, which has proved a fail- 
ure again and again, is not nearly 
so effective as an aroused public 
opinion which will control the small 
uncooperative minority and _ still 
leave the great majority free of 
restriction to develop their destiny. 


E.g. prohibition 


The greatest, and the most dis- 
astrous, example of this type of 
legislation was our _ ill-conceived 
prohibition law which brought with 
it far worse results that it attempted 
to cure. Laws against gambling have 
been on the statute books for years 
but they in themselves do little and 
it is only an aroused public opinion 
that is effective in wiping out excess- 
es in this type of activity. It is a 
truism that you cannot protect a 
fool from himself. 

It was my experience a number 
of years ago to be approached by 
a man who wanted information re- 
garding a certain stock salesman. It 
appeared that the stock salesman 
was trying to sell him an invest- 
ment in a small manufacturing plant 
under the promise of large returns. 
The man owned a very high grade 
bond paying a good rate of interest 
and readily saleable, at a price above 
par, on the New York stock ex- 
change. 

I had to explain that I knew 
nothing definitely derogatory re- 
garding the stock salesman but was 
able to say that he had never made 
a success of his own affairs nor 
had he ever promoted a business 
which proved to be successful. Then 
I pointed out that the security the 
man owned had paid a good return 
with a ready market at any time 
while the security he proposed to 
purchase had an unknown rate of 
earning and no marketability. After 
our conversation he thanked me 
profusely and stated that I had 
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saved him from making a serious 
mistake. He added that he was not 
going to sell his bond and buy the 
stock; he was only going to cash 
in half of it and buy that amount of 
stock. Let me again repeat that you 
cannot prevent a fool from making 
a fool of himself. 


Planned Progress 


We next come to the argument 
that we have made great progress 
but that this is the result of trial 
and error and we could make prog- 
ress much faster if we but planned 
it. 

Human behavior is the mass re- 
sult of all the individual’s ideas. 
There are 150,000,000 of us in this 
country with probably that many 
different ideas of what constitutes 
progress and you will learn that you 
cannot legislate progress until mass 
public opinion has already, in effect, 
accomplished the desired result. 

Just a few reminders. Women 
were not freed from their 18th cent- 
ury servitude by feminist agitation 
but by the invention of the sewing 
machine, the washing machine, the 
refrigerator, and the dishwasher, to- 
gether with revolutionary develop- 
ments for handling and distributing 
food stuffs. Peonage on the farm 
was not banished by reform or edict, 
but by the iron plow, the reaper, 
and the tractor, The 12 hour shift 
and the 6 day week could not have 
disappeared from the scene through 
laws or social upheaval. It was mod- 
ern machinery, developed by re- 
search, that made it possible for 
the American working man of 1950 
to produce many times as much 
goods as the workman of 1850. 

These inventions and improve- 
ments that have brought to us a 
better and fuller life were not cre- 
ated by legislative act but were the 
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results of free individuals working 
for the only incentive that yet has 
proved effective—the opportunity of 
making for one’s self something 
more in the way of income or profit 
than was previously possessed or 
earned. 

It is said that “power tends to 
corrupt”. The “planners” are not 
innately evil. They begin as honest 
men. Their motives for wanting to 
direct the actions of others may 
be purely patriotic and attruistic. 
Indeed, they probably sincerely wish 
“to do good for the people.’ Ob- 
viously there is no point in passing 
a law which requires people to do 
something they plan to do anyway; 
or which prevents them from doing 
what they are not going to do any- 
how. Our “planners” say: “How 
can we do good for people if we 
just leave them alone?’ Besides the 
“planners” do not want to pass into 
history as “do nothing” leaders so 
they soon begin to pass laws that 
will force all other persons to con- 
form to the “planners’” ideas of 
what is good for them. 


Charity? 


We now come to one of the most 
plausible of all the arguments. We 
are our brothers’ keepers and it 
is necessary that we provide for 
the less fortunate through social 
security, welfare programs, etc. The 
proponents of this type of legislation 
say “it is the Christian thing to do”. 

Let us examine this concept for 
a moment. Charity is defined as 
an “act of loving all men as brothers 
because they are sons of God”. This 
is a purely personal matter, an act 
voluntarily performed by one per- 
son for another, an act of faith in 
God and His Commandments for 
governing our relationships with 
our fellow men. When we keep this 
concept in mind it is a simple mat- 
ter to distinguish between true char- 
ity and the spurious schemes that 
now masquerade under its name. 

The original concept of charity, 
as an expression of love, now ap- 
pears to have been largely replaced 
by a concept of government-guaran- 
teed security. One possible expla- 
nation for the development of this 
concept of charity may be that so 
many people felt that personal re- 
sponsibility in the dispensing of 
charity was too slow and inadequate. 

(Continued on page 37) 





Bonds, for both public and private work, can lighten 


Credit Problems in Construction 


‘T THE risk of carrying 
coals to Newcastle, may I 
say that the first mechanics’ 


lien law in the United States was 
enacted to facilitate the construction 
of the capitol city of Washington, 
D. C. In 1791, at the meeting of the 
commissioners appointed for that 
purpose, Thomas Jefferson and 
James Madison being present, a 
memorial was adopted urging the 
General Assembly at Maryland to 
pass an act securing to Master 
Builders the right of lien. This leg- 
islature promptly complied. Me- 
chanics’ lien laws exist now, as you 
know, in every state of the Union. 
Such claimants are a favorite class 
because of the benefit which has 
been received by the property im- 
proved. 


Legal principle 


The essential legal principle upon 
which the right of mechanics’ lien 
rests is that of unjust enrichment if 
the owner of the property didn’t see 
that his money was used to pay for 
the building. Mechanics’ liens are of 
two types, with variations. First, 
the New York type, whereby the 
claimants are limited to the unpaid 
portion of the contract price, and 
second, the Pennsylvania type, 
whereby the unpaid claimants, if 
they have a right of lien at all, can 
recover the reasonable value of their 
labor or material, regardless of the 
sum, if any, due by the owner to 
the contractor. 

There is no lien, of course, against 
public buildings. The public might 
find itself embarrassed if a claimant 
could file a lien against the jail, sell 
it and move the building away. 


10 


by EDWARD H. CUSHMAN 


Attorney-at-law, Philadelphia 


In some states there is a lien on 
the unpaid portion of the contract 
price with respect to public work, but 
this is an inadequate remedy, espe- 
cially where a contractor defaults 
and the cost of completion is greater 
than the unpaid balance. 

The lien law is inadequate with 
respect to private work, as well, but 
I shall not burden you with statis- 
tics, except that in the twenty-four 
years preceding 1948, there were 
over 12,000 contractors who failed, 
with liabilities of over $450,000,000. 
I have no statistics with regard to 
the number of sub-contractors who 
failed and who also failed to pay 
their material men. 


Owner's protection 


The bonded competitive system 
has been made the basis of a booklet 
issued by The Surety Association of 
America under the title “Construc- 
tion—The Bonded Contract is the 
Owner’s Protection.” That booklet 
says a few things which I would like 
to read to you. 


“The bond gives the owner finan- 
cial protection against default by 
the contractor to make good on de- 
fective workmanship and other con- 
tract provisions, and through its 
guarantee of payment of labor and 
material bills, it eliminates the em- 
barrassment, expense and legal en- 
tanglements caused by mechanics’ 
liens. The basic purpose of the bond 
is the elimination of risk. The bond 
premium, which is part of the con- 
struction cost, is moderate compared 
with the protection afforded, and 
for the average project it is never 
more than one per cent of the con- 
tract price. 

“In competitive bidding the dif- 
ference between the low bid and the 
next higher one is frequently many 
times the cost of the bond, but the 
combination of the lowest responsi- 
ble bidder and the bond will assure 
a job in which the contract and the 
specifications are fully met. The 
owner thereby saves the difference 
in cost between the low bid and the 
higher one.” 

The Supreme Court of the United 
States and the courts of most of our 
states have recognized the advan- 
tages of such bond protection, be- 
cause in normal times you can get 
a better grade of sub-contractor to 
work, and suppliers will reduce their 
price if assured of bond protection. 


Provisions of bond 


The new performance bond pro- 
vides that if the contractor defaults, 
the surety will step in promptly and 
complete the work in accordance 
with the contract provisions, or will 
procure for the owner a contractor 
who will do so. Additional financing 
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made essential by the default—in 
other words, the difference between 
the original contract price and the 
price of the completing contractor 
—will be advanced by the surety in 
installments as the work progresses 
to prevent the owner from having 
to borrow and then eventually hav- 
ing to submit a claim against the 
bonding company. 

The new payment bond protects 
sub-contractors and those who sup- 
ply the general contractor with labor 
and material, and includes such 
items as gas, water, heat, power, 
light, gasoline, telephone services 
and rental of equipment. 

A matter which is of great im- 
portance is a movement for a statu- 
tory bond with respect to private 
work instead of the remedy for me- 
chanics’ lien. 

In some states the mechanics’ lien 
law is a snare and a delusion. In five 
states there is a provision that if a 
surety bond is furnished, it is in lieu 
of subjecting the property to a me- 
chanics’ lien. The Supreme Court of 
the United States has declared such 
a state statute constitutional. It is 
not an arbitrary interference with 
the liberty of contract or a resulting 
violation of the 14th Amendment. 


The waiving of bonds 


There is another current move- 
ment of great importance, making it 
discretionary to waive bonds with 
respect to government work. 

From 1894 until 1939 it was the 
uniform requirement that a bond or 
bonds be taken for the protection of 
sub-contractors and material men on 
federal government work. The Navy 
Department, having expressed ap- 
prehension in 1938 as to the diffi- 
culty and expense of getting bonds 
with respect to work outside the 
continental United States, brought 
about in 1939 the adoption of a 
statute authorizing negotiated con- 
tracts upon a cost plus fixed fee 
basis for public work projects out- 
side the continental limits of the 
United States, with respect to Navy 
contracts. 

Following the first War Powers 
Act of 1941, a number of executive 
orders were issued extending this 
discretionary waiver to various Gov- 
ernment departments and agencies. 
Certain trade associations objected, 
and on September 19, 1942, the War 
Department modified its regulation 
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Manual of Commercial Laws” pub- 
lished by the National Association of 
Credit Men. 


to provide for the resumption of 
payment bonds on lump sum con- 
tracts, but continued the discretion- 
ary waiver of the requirement of a 
performance bond. 


Ten years ago 


In view of what has been hap- 
pening in Washington since Febru- 
ary, 1951, I think it is well that we 
read rather briefly from circulars 
issued by various government agen- 
cies about ten years ago. 

The Office of Chief of Engineers, 
September 19, 1942, had this to say: 

“Material men throughout the 
country are being requested to sup- 
ply substantial quantities of mate- 
rials to contractors, many of whom 
are engaged in extensive operations 
involving a number of projects. In 
order to expedite the flow of mate- 
rials to these contractors and pro- 
vide the contractors involved with a 
credit guarantee satisfactory to the 
material men, it is desired that pay- 
ment bonds be required.” 

Headquarters, Service of Supply, 
issued a Procurement Regulation at 
approximately the same time that 
the cost plus fixed fee supply con- 
tract should be written only as a 
last resort, when it is impossible or 
impracticable to enter into a firm 
contract, holding: (1) The fixed fee 
contract does not encourage effi- 
ciency to the same extent as the well 
negotiated fixed price contract. (2) 
Such contracts require uneconom- 
ical use of executive, auditing and 
administrative personnel, both by 
the government and by the con- 
tractor, in checking and rechecking 
vouchers, in auditing and allocating 
costs and in adjusting accounting 
questions. (3) The financial pres- 
sures which restrain a fixed price 
contractor in competing for labor 
and accumulating inventories do not 
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apply to the same extent to the fixed 
fee contractor. These words are not 
being heeded in Washington in 1951. 


Today’s tendencies 


On February 2, 1951, there was 
issued Executive Order No. 10210, 
since then modified from time to 
time to bring additional federal 
agencies within its provisions, one 
part of which order reads: 

“Advertising, competitive bidding 
and bid, performance or other bonds 
or other forms of security need not 
be required.” 

You will note that the waiver is 
discretionary. The regulations is- 
sued to date under this Executive 
Order do not deal with our problem. 
I am sure you will agree with me 
that this executive order is not in 
the public interest. 

And then to make matters a little 
worse, an aniendment (H.R. 2394) 
to the Miller Act was passed by the 
House on April 2, 1951, which I 
believe it is important that I should 
review with you. 

First, the committee’s Report dis- 
cusses the Miller Act and states that 
in the course of the administration 
of the law, the term “public work” 
has gradually acquired a_ broader 
meaning than intended by the legis- 
latures or implied by the words 
themselves. For example, the term 
has been interpreted to include such 
supply type undertakings as vessels, 
boats, aircraft, etc. 


Was NACM wrong? 


The Report then goes on to dis- 
cuss the 194i Amendment to the 
Miller Act: 

“A report of this Committee cov- 
ering the 1941 Act offers a clear 
statement of the reasons for the leg- 
islation. At hearings held on that 
occasion, representatives of the Na- 
tional Association of Credit Men 
predicted dire consequences to the 
defense program if the bill were en- 
acted. That no such consequences 
ensued was made clear by represen- 
tatives of the General Accounting 
office of the Department of Defense, 
who, in testimony before this Com- 
mittee, as recently as February 16, 
disclaimed any knowledge of com- 
plaints of losses accruing to the gov- 
ernment or to the public as a result 
of the 1941 waiver legislation.” 
Well you, of your own experi- 
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ence, may know of some such statis- 
tics, but there is a case handled by 
the U. S. Court of Claims on Janu- 
ary 9, 1951—Rhode Island Dis- 
count Company vs. United States— 
where such a contract without bond 
was awarded at a price of $247,000. 
The contractor, when he quit, owed 
$142,000 in bills. 

In order to try to help the situa- 
tion because it was an emergency, 
the government advanced a substan- 
tial sum over the contract price, 
something it would not have had to 
do had there been a bond. The re- 
sults, notwithstanding the provisions 
in the contract which gave contract- 
ing officers under such contracts 
the right to require receipted bills 
before paying the contractor, were 
that material men were unpaid some 
$18,000 on this one job, and the 
bank, that had loaned construction 
funds to the contractor, lost $50,000. 
I will not burden you with more de- 
tails of that case. 


No need for bonds? 


There are other things in this 
House Committee Report, however, 
that I think should be read to you. 

“Since the cost plus fixed fee 
contractor gets reimbursed for his 
material and labor only after sub- 


mitting proof of payment to his 
material men and workmen, there 
is adequate assurance that all mate- 
rial men and workmen are paid, and 
the Miller Act payment bonds are 
unnecessary and a waste of govern- 
ment money.” 

Well, it just isn’t so. In the first 
place, the contractor may not be paid 
if he doesn’t pay his sub-contractors, 
but that provision has been honored 
by its breach as well as by its ob- 
servance. We must not forget the 
material men who didn’t get paid 
because the sub-contractor did not 
get paid. 

For the past fifty years where a 
public works job was known to be 
bonded, established sub-contractors 
and substantial material men did not 
hisitate to sell the general contractor 
because there was no need to delay 
a needed delivery in order to make 
inquiries whether the risk of non- 
payment had been shifted to a paid 
public surety. 

But where there is no bond it is es- 
sential to recognize that there will be 
delay in obtaining required material 
and equipment, because the furnish- 
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ers of such material and equipment 
are placed in the position that they 
must rely solely upon the financial 
responsibility, performance records 
and credit of the person with whom 
they directly deal. 


Condition, not theory 


A condition, not a theory, exists. 
Some suppliers of material and 
equipment make their own inde- 
pendent investigations prior to ap- 
proving the sale of scarce material 
and equipment. If they have a few 
good customers, or have a few good 


“strong ones, or if they know a cus- 


tomer is bonded, then regardless of 
how important the defense effort in- 
volved in the negotiated contract 
may be, their limited supply of crit- 
ical material is going to go, in many 
cases, where the credit risk is the 
least. 

We must not lose sight of the 
fact that suppliers of materials to 
sub-contractors must likewise inves- 
tigate the sub-contractor where the 
prime contractor is not bonded. 

There is no assurance that third 
party interests will be fully protected 
by official checking or by supervis- 
ing the contractor’s disbursements. 
Moreover, the cost of such audits 
and checking may well be as great, 
if not greater, than the bond itself, 
without affording the protection 
which a surety bond gives. 

I know that sub-contractors are 
usually required to furnish affidavits 
that they have paid their material 
men, but I question whether there 
is a credit executive anywhere who 
hasn’t learned or known of a sub- 
contractor who gave such an affi- 
davit every now and then in a 
Pickwickian sense. 


Government intervention 


The extent to which the govern- 
ment will exercise its reserved right 
to withhold payments until the con- 
tractor shows that he has paid his 
bills is open to question, especially 
where there is dispute between the 
parties or the contention is raised 
that the claim is excessive or other- 
wise improper. 

The contracting officer, having 
plenty to do on behalf of the gov- 
ernment, may be reluctant to at- 
tempt to oust the jurisdiction of the 
court or to attempt to become in- 
volved in a dispute in which the 


government is not a party. 

Where the contractor is declared 
in default by the government, the 
sum payable to the subcontractor 
may well be insufficient to meet tlie 
current unpaid claims of the su)- 
contractor. While it is reasonable 
to assume that most sub-contractors 
will pay their material men as long 
as the sub-contractor receives pay- 
ment from the contractor, should 
the contractor at any time cease 
making such payments, the material 
men may be left and frequently are 
left without an adequate remedy 
where there is no surety bond. 


A short-sighted policy 


It is short-sighted policy to waive 
performance bonds because the dif- 
ference in cost is so slight that one 
substantial loss may consume an 
amount greater than the premium 
on hundreds of such bonds. 

Furthermore, as you know, it is 
the policy of the surety companies 
to avoid a default. This advantage 
to the government may be lost 
where the performance bond is not 
taken. 

It is the fact that serious losses 
usually occur not in the case of the 
small contractor or the jerry-builder, 
but from the defaults of contractors 
of recognized skill, integrity and 
ability, with a long history of suc- 
cessful operation. Actual experi- 
ence throughout the years has shown 
that there are a number of circum- 
stances behind many a substantial 
default. 

With respect to the labor ques- 
tion, our courts have held where the 
government is required to supply the 
labor, even though the labor is in- 
competent and even though the in- 
experienced laborers are under a 
foreman furnishea by the govern- 
ment, the contractor must take the 
risk. The Supreme Court of the 
United States in the past ten years 
has handed down many decisions 
adverse to the contractor’s interest. 


Surety’s advantages 


Losses of $100,000 or more to 
surety companies on public works 
projects are not uncommon, and 
therefore a surety company can and 
does take steps to prevent contrac- 
tors from default. Public officials 
may not avoid the delay, inconven- 


(Continued on page 39) 
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Second Graduate School to Open 


At Stanford University 


by Dr. Carl D. Smith, Director 
of Education of NACM from 
Dean J. Hugh Jackson, Graduate 
School of Business of Stanford 
University, approval has been given 
and all arrangements have been 
completed for the establishment of 
a second Graduate School of Credit 
and Financial Management to be 
held at Stanford University, Palo 
Alto, California. This new school 
will hold its first session on July 
6-19, 1952. The Graduate School 
of Business of Stanford University 
is to be co-sponsor of the school 
along with the National Association 
of Credit Men and the Credit Re- 
search Foundation. 


|: a communication just received 


The Graduate School which has 
so successfully completed its fifth 
annual session at Dartmouth Col- 
lege will continue its program at 
Dartmouth next August 3-16. The 
new school at Stanford University 
will be operated on the same gen- 


eral principles and methods that 
have made the Dartmouth School 
so outstanding. The same curricu- 
lum, standards of admission, care 
in the selection of faculty, and ad- 
ministrative control that prevail at 
Dartmouth will be introduced. 


The mission style of architecture of Stanford’s campus contrasts sharply with. . . 


Only the first year of the three- 
year program will be offered at 
Stanford next summer. In 1953 the 
first and second years will be avail- 
able, and in 1954 the complete three- 
year program will be in operation. 
On the basis of a survey made a 
year ago indications are that the 


. . « The colonial atmosphere of Dartmouth Hall 


CREDIT AND FINANCIAL MANAGEMENT, November, 1951 


maximum enrollment of ninety for 
the first year class will be reached. 

Dr, Carl D. Smith, Director of 
Education, who serves as Executive 
Director of the Graduate Schools, 
has just returned from the West 
Coast. He reports that the interest 
in the establishment of the school 
is unusually high and that there is 
no doubt but what the Associations 
and the business interests of the 
Western Division will support this 
school in an adequate manner. Dr. 
Smith is now selecting the faculty 
for this new project. A brochure is 
in preparation which will be made 
available to all interested members. 

There is no one educational ac- 
tivity of the National Association 
of Credit Men which can have a 
more far-reaching influence in rais- 
ing the standards of credit manage- 
ment than these graduate schools. 
They bring together top manage- 
ment executives including credit 
managers and afford them the op- 
portunity of exchanging experiences 
and of learning how to analyze the 
many difficult credit situations which 
confront business in today’s dis- 
turbed economy. 


13 





STANDARD RATIOS 


An Integral Part of Credit Analysis 


nized fact that ratios, derived 

from financial statements, are 
guides to be used in a credit investi- 
gation. However, more often than 
not, the topic of ratios or ratio 
analysis is not taken too seriously. 
When the subject is discussed or 
reviewed in a text, the usual treat- 
ment accorded it is to indicate briefly 
what ratios are, to derive a few well- 
known credit ratios, and then to go 
into great detail as to the inescapable 
deficiencies of ratio analysis of finan- 
cial statements. As a consequence, 
the impression usually left is that 
the subject is an interesting one but 
that ratios are best used by someone 
else. 

The theme here will be to show 
how the credit analyst can use stand- 
ard ratios in determining the sound- 
ness of a credit risk. Through the 
use of ratios it should prove possible 
to set up standards to determine the 
condition of a company’s receiv- 
ables, inventories, fixed assets, capi- 
talization and earnings: 


| HAS been, and is, a well-recog- 


Ratio analysis defined 


The functions of a credit analysis 
are considered by Eugene S. Ben- 
jamin (Practical Credit Analysis) 
as being: 

1. To determine the actual condi- 
tion, as to the liquidating value 
for a going business, of the cur- 
rent assets shown in a balance 
sheet. 

. To determine whether the re- 
ceivables, the merchandise, and 
liabilities are in proper relation 
to sales. 

. To provide a true Current 
Ratio on which loans or credit 
may be predicated. 


By GEORGE W. FRANK 


4. To determine whether the 
debtor is relying too largely on 
credit or on borrowed capital. 

. To provide a medium by which 
an individual balance sheet can 
be measured or compared with 
others in the same line of in- 
dustry. 

Consideration of those functions 
will reveal that they can be effec- 
tively fulfilled only by reference to 
a firm’s financial statements and, by 
the derivation therefrom, of se- 
lected and pertinent ratios. The 
financial statements of a firm are 
one of the most important sources 
of credit information. They fur- 
nish, in many cases and in fact most 
cases, all the information available 
in regard to the capital factor, a 
factor regarded by some credit men 
as being the most important of all. 
The capital factor undoubtedly re- 
ceives the most attention in actual 
practice and is important because it 
can be measured in dollars. 

Ratio analysis as a process is con- 


cerned with the selective develop- 
ment of standard percentage rela- 
tionships—in each case between two 
figures whose quotient has sound 
indicative value—comparison with 
corresponding ratios computed from 
a firm’s financial statements, noting 
of differences, and then investiga- 
tion of the differences to ascertain 
reasons for variations from stand- 
ard. 

For this presentation, in order 
not to limit its usefulness to any 
particular type of credit analysis, 
ratios are considered which are de- 
signed to reveal the condition of 
those ailments common, at one time 
or another, to all businesses. The ills 
are identified by Stephen Gilman 
(Analyzing Financial Statements, 
Ronald Press) as being: overinvest- 
ment in receivables, inventories, o1 
fixed assets ; insufficient capital ; and 
insufficient profits. The use of ratios 
is intended to determine whether 
the firm being analyzed is in equi- 
librium at these points. The proce- 
dure, which is perhaps more com- 
mon, of presenting ratios as balance 
sheet ratios, income statement 
ratios, and interstatement ratios, is 
not followed. It is believed that by 
using ratios which will help deter- 
mine the condition of those ailments 
which are likely to affect an enter- 
prise the analyst will derive the 
greatest benefit from the ratio analy- 
sis process. 


Which to use? 


The ratios available for use are 
many. Their usefulness depends 
upon the significance of the relation- 
ship they attempt to reveal, includ- 
ing the degree of logic in relating 
the items involved. Consequently, 
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the ratios selected here to shed light 
on overinvestment in several classes 
of assets and lack of capital and 
profits are those believed by most 
financial analysts to be logical for 
these purposes. They are not pre- 
sented with the idea that they are 
the best in all cases. Every analyst 
is privileged to invent any sort of 
ratio he desires and to include in 
any element of a ratio whatever 
values he may desire. 

The selection of the ratios to be 
used will depend upon whether the 
credit analysis is being done to de- 
termine the credit potentiality of a 
firm or, in the case of banks or 
other lending institutions, the prob- 
ability of repayment of loans 
granted, Also, in the latter cases, the 
nature of the loan must be con- 
sidered. Commercial loans call for 
the computation and analysis of 
ratios different from those used 
when borrowing is done in the form 
of a term loan. 

The following ratios are believed 
to be representative of those suitable 
for inquiring into the health of a 
business enterprise in the areas 
which have been mentioned : current 
ratio, merchandise to receivables, re- 
ceivable turnover, merchandise turn- 
over, sales to merchandise, sales to 
fixed assets, net worth to fixed as- 
sets, net worth to debt, sales to net 
worth, net operating profit to sales, 
gross profit to sales, and individual 
operating expenses to sales ratios. 
They are considered in turn in con- 
nection with the potential malad- 
justments which they are intended 
to be instrumental in revealing. 

The procedure in each case is to 
outline the derivation of the ratio, 
the logic behind it, and to discuss its 
usefulness. The construction of 
underlying figures is not given prin- 
cipal attention. Detail of items to be 
included in current assets, fixed 
assets, sales, debt, net worth, etc., 
are left to a separate study. 

The approach is general in the 
sense that each ratio and its capabil- 
ities as an indicator are considered 
with the thought in mind that in 
actual practice, ratio selection would 
be preceded by a study by the credit 
executive, or credit department, of 
the characteristics of the enterprise 
being analyzed in order to deter- 
mine which ratios have meaning. 
The credit officer should understand 
the significance of the items in- 
volved in the various relationships 
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funds made available for use within 
3 to 5 days from first contact. 


proven 


Manufacturers and wholesalers are 
using CoMMERCIAL CRepItT’s work- 
ing capital financing method at the 
rate of half a billion dollars annually. 


i. YOUR COMPANY is not getting sufficient funds from its 
usual sources to meet all of its present and future financial requirements, 
ComMERCIAL Crepir has a proposal that will interest you. Our method is 
as suited to meeting normal business requirements as it is in helping to 
get and speed fulfillment of Government contracts. 


. high labor, material, tax and other 
. . call for maximum efficiency. And maximum efficiency 
usually calls for heavy cash outlays to buy, produce and operate smoothly. 


Today’s abnormal conditions . . 
operating costs . 


Under our proposal, you can get the extra funds you need without selling 
stock, debentures or other capital issues. No new partners. You retain full 
control over operations and profit. 


No matter where you are located in the United States, getting started 
with us is simple and fast. Once set up, our funds are available for ten weeks, 
ten months or ten years. And you minimize costs by increasing or decreasing 
the amount of CommMERcIAL CREDIT money used as your needs vary. There 
are no preliminary fees, commissions or other extras. Our one reasonable 
charge is a tax deductible business expense. 


ComMMERCIAL CREDIT has a thorough understanding of business needs. We 
have worked with manufacturers and wholesalers for nearly forty years. 
If you have a working capital problem, write, wire or phone the nearest 
CoMMERCIAL CREDIT CorporaTION office below. Complete facts about how 
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Financial Management.” 
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PAR CLEARANCE SCORE SHEET 


(Member indicates member of the Federal Reserve System) 


Not On 
Par List 


2,710 
2,529 
2,445 
2,133 
2,086 
2,041 
2,011 
1,873 
1,853 
1,839 


———ON PAR LIST———— 
Total Member Non-Member 


11,413 6,670 4,743 
11,492 6,729 4,763 
11,544 6,806 4,738 
11,869 6,877 4,992 
11,957 6,894 5,063 
12,037 6,917 5,120 
12,061 6,912 5,149 
12,178 6,887 5,291 
12,162 6,868 5,294 
12,162 6,854 5,308 


Total Banks 


1942 14,123 
1943 14,021 
1944 13,989 
1945 14,002 
1946 14,043 
1947 14,078 
1948 14,072 
1949 14,051 
1950 14,015 
1951 14,001 


On June 30, 1951, all banks in the District of Columbia and the following 
29 states were on the Federal Reserve Par List: 
Ohio 
Oregon 
Pennsylvania 
Rhode Island 
Utah 
Vermont 
Washington 
Wisconsin 
Wyoming 


Arizona 
California 
Colorado 
Connecticut 
Delaware 
Idaho 
Indiana 
Towa 
Kentucky 
Maine 


Maryland 
Massachusetts 
Michigan 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 


In the other 19 states the numbers of non-par and par banks were as 
follows: 


Non-Par Par 
Banks % Banks 
29.73 208 
42 .66 
57.98 
62.65 
52.63 
52.81 
79.60 
70.82 
60.62 267 


Non-Par Par 

State Banks % Banks State 
West Virginia 0.55 179 Tennessee 88 
Illinois 0.22 886 Alabama 96 
Kansas 0.33 608 *South Dakota 98 
Virginia 1.28 308 Louisiana 104 
Oklahoma 2.08 376 North Carolina 110 
Texas 5.73 856 Arkansas 122 
Florida 30.77 135 Mississippi 160 
Missouri 10.92 530 Georgia 284 
South Carolina 56.00 66 Minnesota 411 
North Dakota 58.67 62 


*All items $10 and under payable at par 


The attempts of the local Associations of Credit Men in Alabama, North 
Carolina and Tennessee to obtain enactments of par clearance laws by the 
1951 legislatures of those states unfortunately failed. 


and should realize that different in- 
terpretations are possible under dif- 
ferent circumstances, before deciding 
what ratios are to be used and 
what items are to be contained in 
each. Different problems and vary- 
ing degrees of the seriousness of 
such problems naturally demand dif- 
ferent considerations. 


Overinvestment in receivables 


An overinvestment in receivables 
is usually the result of too liberal 
trading or lax collections. Analysis, 
therefore, should be made to deter- 
mine whether either of these condi- 
tions exists. The use of the current 
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ratio, the merchandise inventory to 
receivables ratio, and the receivables 
turnover ratio will generally indi- 
cate such an overinvestment, if 
either or both of the conditions are 
present. 

A firm’s current ratio is found 
when current assets are divided by 
current liabilities. For many years 
this ratio was considered as being 
the most important relationship of 
all to a mercantile creditor or bank. 
A firm with a 2 to 1 current as- 
set/current liability liquidity rela- 
tionship was accepted as being in a 
satisfactory credit position. How- 
ever, as the ratio analysis process 
developed it has been recognized 


that this relationship is satisfactory, 
not when the ratio meets any fixed 
standard, but when the quantity and 
quality of assets contained therein 
is such that maturing obligations 
may be met. The current position is 
satisfactory from the creditors’ 
standpoint when there are sufficient 
assets of sufficient liquidity to meet 
current liabilities as they mature, 
and sufficient also to meet any 
shrinkage and costs to be incurred 
in the event of liquidations. 

The practice now is to consider 
the individual items that go to make 
up current assets and current lia- 
bilities rather than accept the cur- 
rent ratio at face value. As any 
increase or decrease in the current 
ratio is usually due to changes in 
either the receivables or inventory 
balances, it is customary to use this 
ratio in studying investments in 
receivables and inventories as well 
as in determining the liquid posi- 
tion of a firm. 


Merchandise to receivables 


Wall and Duning (Ratio Analy- 
sis of Financial Statements, Harper 
Bros.) also suggest the use of what 
they term the merchandise to re- 
ceivables ratio which is derived by 
dividing the inventory total by the 
total of trade accounts and notes 
receivable. The resulting ratio ex- 
presses the relationship between in- 
ventory, a cost item, and receivables, 
a selling price item, which together 
form the predominating factor in 
total current assets. Their relation- 
ship to each other may aid greatly 
in appraising the liquidity of the cur- 
rent position. 

Ordinarily, in the current ratio 
they are treated as though they were 
of equal quality and effect in deter- 
mining the credit position of a 
company. This, however, is not the 
actual fact since they may be of 
widely different liquidity. To con- 
sider that liquidity is highly impor- 
tant. This ratio can be used to in- 
dicate whether either merchandise 
or receivables preponderate in the 
current assets. The ratio when used 
in this manner is useful as a means 
of indicating an overinvestment in 
either receivables or inventories. 


Receivables turnover 


The receivables turnover ratio is 
secured when annual net sales is 
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divided by the total of the trade ac- 
counts and notes receivable. The 
logic behind the use of this rela- 
tionship is that the amount of un- 
collected receivables should be in a 
reasonable proportion to the sales 
volume, since the receivables are 
the direct result of selling activity. 
The lowering of the turnover ratio 
is one signal of the maladjustment 
here being considered, overinvest- 
ment in customer credit. A business 
showing a normal turnover is ef- 
fectively meeting trade conditions 
and maintaining its credit standing. 
The subnormal relation may detract 
from, and the abnormal relationship 
may enhance the desirability of the 
credit. 

A variant of this ratio is often 
used. Since receivables represent a 
collection lag relating to the prac- 
tice of selling on terms rather than 
for instant cash, the uncollected 
amount may be expressed as a cer- 
tain number of days’ sales outstand- 
ing and may be watched in compari- 
son to the regular terms of the 
company, e.g., thirty days. The pro- 
cedure is to first determine the 
average daily sales, perhaps by di- 
viding annual sales by 300. The 
result is then divided into aggregate 
receivables to give the number of 
days’ sales which they represent. 
The lower this ratio is with refer- 
ence to the usual credit terms, the 
less likely is it that receivables are 
accumulating, within the total, any 
volume of old and valueless ac- 
counts. Thus it is possible to watch 
for too liberal trading and lax col- 
lection, the primary causes of an 
overinvestment in receivables. 


Are inventories too high? 


The current and merchandise in- 
ventory to receivables ratios are 
also tests for proper inventory vol- 
ume. In the analysis of the current 
ratio, consideration is as readily 
given to the effect of inventory 
changes on its fluctuations as to the 
effect of changes in the receivables 
component. A relationship can also 
be formulated between the receiv- 
ables and inventory balances which, 
when studied, will reveal whether an 
enterprise has a preponderance of 
either among its current assets. 

The merchandise turnover ratio 
and its corollary, the sales to mer- 
chandise relationship, are other 
ratios which may be effectively used 











Joe says the Doe Company 
has been slow paying their 
account lately. 
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Oh well... we don’t have to 
worry ... our American Credit 
insurance guarantees payment 
of our accounts. 





This book helps you plan sound credit policy, gives additional 
facts on American Credit Insurance ... send for your copy today! 
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by the credit executive in his analy- 
sis of company’s inventory invest- 
ments. The merchandise turnover 
ratio is derived by dividing the cost 
of goods sold by the average of the 
opening and closing merchandise 
balances. The higher the turnover, 
the greater the merchandising ca- 
pacity displayed by the enterprise. 
High turnover is likewise practical 
witness to freshness, salability, and 
liquid value of the inventory as a 
whole. The ratio, when used with a 
good understanding of the various 
factors involved, in the case of each 
company, is a useful index of mer- 
chandising efficiency and a fair pre- 
liminary test for overinvestment in 
inventory. 


Another method 


A variant of the merchandise 
turnover ratio, which can be useful 
if properly handled, is the sales to 
merchandise ratio. This ratio is ob- 
tained by dividing annual net sales 
by the closing merchandise inven- 
tory. It expresses a relationship be- 
tween sales and merchandise which. 
while not a computation of physical 
turnover, may serve as a comparison 
of turnover from year to year. 

Again, the higher the ratio the 
greater is the positive indication of 
merchandising capacity and _ the 
stronger the implication of sound- 
ness in the component values of the 
inventory in its entirety. The ratio, 
while it does not give a mercantile 
turnover figure, may be used as a 
quick test to disclose situations in 
which a company may be overin- 
ventoried. It is based on the as- 
sumption that business consists of 
purchasing or manufacturing mer- 
chandise to meet the demands of 
the buying public and that, conse- 
quently, there should be a consistent 
relationship between merchandise 
and sales. 

Application of the ratio, as a turn- 
over ratio, itself, may be extended 
to apply to sections of the inventory. 
This is in line with the practical 
requirement that inventory quan- 
tities be balanced to meet a high 
percentage of customer demand, 
while at the same time having on 
hand a minimum amount of inven- 
tory. This relationship between mer- 
chandise and sales will vary with 
economic conditions. The creditor 
will place his stamp of approval 
upon a much smaller ratio in pe- 
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riods of rising prices than he would 
in a period of falling prices, a high 
inventory being good when prices 
are rising. 


Investment in fixed assets 


An overinvestment in fixed assets 
is a serious problem for, unlike an 
overinvestment in either receivables 
or inventories which—once recog- 
nized—can often be remedied 
promptly, the maladjustment re- 
flected in having too much capital 
tied up in fixed assets cannot usually 
be corrected so quickly. 

The ratio approach to the analysis 
of fixed assets should be to deter- 
mine whether such assets are being 
efficiently employed from period to 
period and also whether the net 
worth of the company bears a satis- 
factory relationship to the total 
fixed assets. Such ratio calculations 
are of particular importance when a 
firm has substantial investments in 
fixed assets. 

The ratios, sales to fixed assets 
and net worth to fixed assets, are 
suggested as possible methods of 
investigating these two aspects of 
the fixed capital situation. They can 
be useful in analyzing a company’s 
present position in these regards 
and can also be used in calculations 
when consideration is being given to 
the possible expansion of fixed as- 
sets. The latter use is perhaps more 
timely in instances where a firm is 
applying for a loan to expand fixed 
assets. 

The total amount of fixed assets 
divided into annual sales will give 
the sales to fixed assets ratio of a 
particular company. The justifica- 
tion of an investment in fixed as- 
sets is based on the achievement of a 
profitable sales volume figure. 

The fixed assets and the sales of 
a company bear a significant rela- 
tionship to each other in that the 
fixed assets are the productive assets 
and the sales volume of a company 
is the ultimate measure of produc- 
tion. It is evident that, unless sales 
volume is at a level to yield a rea- 
sonable return, the investment is un- 
sound and the funds could have been 
better placed elsewhere. In other 
words, an overinvestment in fixed 
assets exists. Dollars of sales (with 
gross and net profit percentages 
known) per dollar of fixed asset 
investment will tell something about 
the yield on capital and hence the 


economic soundness of the invest- 
ment in fixed assets. 


Net worth to fixed assets 


The ratio of net worth to fixed 
assets is determined by dividing uet 
worth by the amount of fixed as- 
sets. Good business judgment ce- 
crees that the ownership should have 
a very substantial investment in 
fixed assets for they are constantly 
being worn out or depreciated and 
if sold would realize but a fraction 
of their real value. Fixed assets 
should, therefore, be financed pri- 
marily from owned capital of an 
enterprise, a point tested by this 
ratio which expresses the proportion 
between the owned capital and 
money tied up in fixed assets. The 
higher this ratio, the more liquid 
is the net worth of the company. 

The reasonableness of relating 
net worth and fixed assets lies in the 
premise that, from the original in- 
vestment and from reinvestment of 
profits, management secures funds 
from which initial fixed assets and 
those representing plant expansion 
are purchased. The original invest- 
ment and such profits are in the 
nature of capital until returned or 
distributed and thus are part of the 
net worth of the company. Nowa- 
days it may also take retained profits 
to fund replacements of original 
plant and this must be considered 
in using the net worth to fixed as- 
sets ratio. 


Capitalization 


Perhaps the most common of all 
business ailments is that of insuf- 
ficient capital and, in many in- 
stances, especially in the case of 
smaller concerns, this may be the re- 
sult of management’s attempt to 
please the stockholders through the 
payment of dividends, instead of 
leaving profits in the business and 
building up the net worth of the 
firm. 

To determine whether this has 
happened the credit analyst should 
keep close tabs on the ratio of net 
worth to debt, for this ratio will 
indicate the relationship between 
the amount of capital put up by the 
creditors and the amount of capital 
provided by the investor. The anal- 
ysis here, however, should consider 
not only the problem of the; suf- 
ficiency of capital but must also’ take 
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into account the return on capital 
invested. Hence still another ratio, 
that of sales to net worth, will in 
part provide the data as to the pro- 
ductivity of a company’s net worth 
and at the same time will serve as 
a test of “over-trading,” i.e., the 
building up of sales velume which 
requires assumption of heavy lia- 
bilities to sustain. 


How much debt? 


The net worth to debt ratio is de- 
rived by dividing net worth by total 
debt. The ratio expresses the pro- 
portion existing between the capital 
owned and the capital loaned to the 
enterprise. There is a definite simi- 
larity between the net worth and 
debt of a firm in that both represent 
capital used by management. 

The danger of insufficient owner- 
ship capital rests in the fact that 
management might build up the vol- 
ume of business to such an extent 
that it must at all times use bor- 
rowed capital to support it. Dis- 
location or disproportion between 
net worth and debt from this cause 
can become so great that any im- 
portant withdrawal of outside cap- 
ital would destroy the business. 
Possibly the fixed interest charges 
for use of this capital may become 
excessively high. An investigation 
of unfavorable changes in the ratio 
of net worth to debt should indi- 
cate whether such a situation exists. 

There is an understanding among 
credit men that the owners of a 
business should have at least an 
equal investment with creditors. It 
is the function of this owner capital 
to serve as a guarantee of the liqui- 
dation of credit. The larger the 
owner capital in comparison with 
creditor capital the greater the se- 
curity. 


Guide for loans 


The second ratio mentioned above 
bears on the prospects of investors 
in the company and is, therefore, a 
useful guide in cases where a term 
loan is under consideration. Capital 
is invested in any enterprise in the 
hope of realizing a return on the in- 
vestment. The probability of such 
a return is largely dependent upon 
a reasonable activity of the invest- 
ment and a measure of such activity 
is the sales volume of the enterprise. 


(Continued on page 39) 
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Follow your leaders 


Three months ago a group of experienced credit executives 
—people who hold responsible credit positions—graduated 
from the fifth session of the Graduate School of Credit and 
Financial Management which the National Association of 
Credit Men conducts in collaboration with Dartmouth 
College’s Amos Tuck School of Business Administration. 


Why in the world should such 
people want to go back to school? 


It’s very simple. They felt that they probably didn’t know 
everything there was to know about their jobs. And perhaps 
they never will. But the school was offering courses which 
they saw could help them to do their jobs better and bring 
the next promotion nearer. They—and their companies— 
recognized that the Graduate School could give those execu- 
tives something that experience alone could never give them: 
a more immediate understanding of the over-all problems 
that business faces, not just credit problems but marketing, 
finance, in short management problems. 


What about you? 


The National Institute of Credit is organized todo the same 
thing at all levels. The beginner, the assistant, the credit 
manager—all can gain a fresh outlook, a new insight, a fuller 
all-around grasp of business by study with the National 
Institute of Credit. Call up your local chapter today or, if 
there is no chapter near you, write to the address below. 


National Institute of Credit 


229 Fourth Avenue New York 3,N. Y. 


DANA 
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Efficiency TIPS 


154—U. S. Fidelity & Guaranty Co. 
will send you “1001 EMBEZ- 
ZLERS—POST WAR” on request. 
This is a study of defalcations in 
business 1947, 1948, and 1949 cover- 
ing 1001 claims which arose under 
fidelity bonds issued originally by 
that company. It is an inquiry into 
the characteristics of embezzlers. The 
findings in this booklet are drawn 
from case histories, proving that it 
is impossible to predict with cer- 
tainty the future actions of any man. 
The charts included are of particular 
interest, as are the “Conclusions” 
drawn from the facts given. 
155—Chart-Pak, Inc. will send de- 
scriptive brochure on method of 
making organization and graphic 
charts and office layouts. Prefabri- 
cated materials to produce charts 
quickly and economically. 
156—General Binding Corporation 
offers Bulletin 1500 describing low- 
cost portable plastic binding equip- 
ment, and handy memo book bound 
modernway. 

157—Denominator Co., Inc. has a 
booklet explaining device for keep- 
ing count without resorting to talley 
sheets for recording flow of people, 
goods, orders, sales inventories, etc. 


158—Oxford Filing Supply Co. will 
send you sample of their “Tickler- 
tab” for keeping track of due dates, 
and referring to filed material by 


name and subject. 
759—Herman Miller Furniture Co. 


describes the “executive office 
group” of functional furniture in 
their new booklet. The result of 
study, research and testing of ideas 
in daily practice. 

160—“Find-I-Tis- Its Causes and 
Cure”—how to make your filing 
quicker, easier and surer, compiled 
by Globe Wernicke Co. will be sent 
on request. 

161—A. B. Dick Company will send 
you on request a free portfolio of 
samples and full facts about “Mod- 
ern Mimeographing.” 
162—Halsey-Stuart Co. will send 
you “Mid-Year Survey of the Mu- 
nicipal Bond Market” and tax chart 
if you’re interested. 


To expedite receiving these booklets, 
please address all inquiries concerning 
Efficiency Tips to 33 So. Clark St. 
Room 1953, Chicago 3, Ill. 


163—Ditto, Inc., offers a folder 
showing how to eliminate all re- 
typing on original and back orders, 
and the elimination of posting to 
accounts receivable. 

164—Mutual Benefit Life Insurance 
Company explains a special plan to 
provide a financial cushion to offset 
the loss of key men in “Protecting 
Your Surest Source of Profits.” 
165—New York Life Insurance Co. 
has several interesting booklets— 
“Key-Man Insurance”—‘“Close Cor- 
poration Insurance” and “Partner- 
ship Life Insurance.” They'll be glad 
to send any, or all of them. 
166—Eastman Kodak Company’s 
booklet “Modern Document and 
Drawing Reproduction” will give 
you all the details on their Koda- 
graph contact paper. 
167—Remington Rand offers new 
booklet “Production Control in 
Manufacturing Industries’”—an ex- 
planation of the punched-card meth- 
ods used most effectively in this 
type of procedure. 


STATEMENT OF THE OWNERSHIP, MAN- 
AGEMENT, and CIRCULATION REQUIRED 
BY THE ACT OF CONGRESS OF AUGUST 
24, 1912, AS AMENDED BY THE ACTS OF 
MARCH 3, 1933, AND JULY 2, 1946 (Title 
39, United States Code, Section 233) of 
CREDIT and FINANCIAL MANAGEMENT 
published monthly at Philadelphia, Pennsy]l- 
vania for October 1951. 

1. The names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: Publisher, National Association 
of Credit Men, 229 Fourth Av., New York 3, 
N.Y.; Editor, R. G. Tobin, 229 Fourth Av., 
New York 3, N.Y.; Managing editor, none. 
Business manager, E. B. Moran, 33 So. Clark 
St., Room 1538, Chicago. 

2. The owner is: National Association of 
Credit Men, 229 Fourth Av., New York 3, 
N.Y., a non-stock corporation with the follow- 
ing officers: Lorne D. Duncan, Pres., National 
Distillers Products Corp., New York, N.Y.; E. 
William Lane, V.P., American-Screw Company, 
Willimantic, Conn.; Victor C. Eggerding, V.P., 
Gaylord Container Corp., St. Louis, Mo.; D. 
M. Messer, V.P., Dohrmann Commercial Co., 
San Francisco, Calif.; Henry H. Heimann, 
Exec. V.P. and Manager; Ruth Hoctor, Treas- 
urer. 

3. The known bondholders, mortgagees, and 
other security holders owning or holding 1 
percent or more of total amount of bonds, 
mortgages, or other securities are: None. 

4. Paragraphs 2 and 3 include, in cases 
where the stockholder or security holder ap- 
pears upon the books of the company as trus- 
tee or in any other fiduciary relation, the name 
of the person or corporation for whom such 
trustee is acting; also the statements in the two 
paragraphs show the affiant’s full knowledge 
and belief as to the circumstances and condi- 
tions under which stockholders and security 
holders who do not appear upon the books 
of the company as trustees, hold stock and 
securities in a capacity other than that of a 
bona fide owner. 

R. G. TOBIN, Editor 
Sworn to and subscribed before me this 26th 
day of September 1951. 
(Seal) GERTRUDE J. JUDGE 
Notary Public, State of New York 
No. 24-7128450 
Qualified in Kings County 
Cert. filed Kings & N.Y. Co. Clk. & Reg. Office 
Commission Expires March 30, 1952. 


KEEPING 
INFORMED 


“Pooling Production for Defense’ 
—an eleven-page pamphlet which 
presents the advantages and disad- 
vantages, as well as procedures for 
consideration of any groups of small 
manufacturers who are contemplat- 
ing organizing production pools. 
Write U. S. Department of Com- 
merce, Division of Printing Serv- 
ices, Room 6225, Washington 25, 
D. C. Price: 5¢. 


“Industrial Markets for the ’50’s”’— 
includes sections breaking down the 
U. S. into 90 marketing areas, each 
analyzed by 20 major industrial 
classifications ; industrial scrutiny of 
each county in the country; sum- 
mary chart showing density of vari- 
ous industries in the 90 areas. Pub- 
lished by Magazines of Industry, 
400 Madison Ave., New York 17. 
Price: $2.50. 


“How to Prepare Your Plant for 
Atomic Attack”—32 - page booklet 
available to industrial management 
covers defense organization, shelter 
and building construction, and plan- 
ning for sustained production. Write 
Walter Kidde & Co., 675 Main 
Street, Belleville 9, N. J. Free. 


“Dividends for More Than a Dec- 
ade”’—listing of companies who have 
paid continuous dividends for more 
than ten years listed on “honor” 
role compiled by New York Curb 
Exchange. Three hundred and four- 
teen common stocks mentioned, 
listed according to number of years 
dividends have been declared. Index 
tells readers where to find company 
in which they are interested. Write: 
Public Relations Department, New 
York Curb Exchange, 86 Trinity 
Place, New York. Free. 


Management Development Case 
Studies—This report is one of a se- 
ries describing methods of develop- 
ing managerial competence in busi- 
ness organizations. Case examples 
were solicited from companies be- 
lieved to have done outstanding 
work in management development. 
In some instances over-all training 
program is described; in others one 
phase or technique. Write Policy- 
holders Service Bureau, Metropoli- 
tan Life Insurance Company, 1! 
Madison Avenue 10, N. Y. Free. 
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In the MODERN office 


PORTABLE COAT RACK 


Steel wardrobe rack answers the 
problem of disposing of wraps be- 
cause it can be set up anywhere in 
seconds without bolts, nuts or tools 
—can be disassembled and stored in 
small space when not in use. Oc- 
cupies only 1’ x 4’ floor space, and is 
adaptable for general office coat 
rooms, company cafeterias, factories, 
laboratories and meeting rooms. 


Modern designed, welded steel con- 
struction and rigid in use, CHECK- 
ERETTES are finished in modern 
office-gray baked on enamel. Write 
Vogel-Peterson Co., 624 S. Michi- 
gan Ave., Chicago 5, Ill., for de- 
scriptive literature. 


KEYBOARD CHECK WRITER 


The machine is desk-size and port- 
able, with extremely rapid and sim- 
ple operation. Check amount is set 
up on “Velvet Touch” easy action 
keyboard, verified at glance by 
shadow-ring which appears around 
every depressed key. Inserted check 
is imprinted with the figures, auto- 
matically ejected and stacked. Re- 
peat key allows retaining keyboard 
set-ups for writing rapidly, one 
alter the other, any number of 
checks for same amount. Imprint 


made through acid-proof ribbon and 
impregnated in fiber of check. Ad- 
justable for almost all types of 
checks with exception of those in 
sheet form. Write single checks or 
any size voucher checks, with check 
form at the top or bottom. Changes 
for various type checks made in a 
few seconds time. Made in two ca- 
pacities—1¢ to $99,999.99 and l¢ 
to $99,999,999.99. Write Monroe 
Calculating Machine Company, 
Orange, New Jersey, for folder and 
prices. 


ELIMINATE GUESSWORK 


An adding machine to eliminate 
guesswork in credit balance figures 
has been placed on the market by 
Clary Multiplier Corporation in their 
Model 107. It is claimed to be the 
first adding machine to give visual 
indication of credit balance by means 
of the Dividing Eye, a bright red 
signal that flashes as the machine 
passes from a positive total to a neg- 
ative, or minus quantity. This elimi- 
nates unlocking totals or moving 
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additional levers to see if the ma- 
chine has passed into the credit bal- 
ance. All totals, sub-totals and sub- 
tracted figures are printed in red on 
tape, while plus listings are in black. 
Manufacturer says the machine will 
in one-third second automatically 
figure the balance, debit or credit, 
print the correct amount on tape, 
jump tape above tear-off bar and 


. clear machine. Clary Multiplier Cor- 


poration, San Gabriel, Calif., will 
send you more information. 


ADDRESSING 
AUTOMATICALLY 


Here’s an entirely automatic ad- 
dressing machine especially designed 
for envelopes of large size. Has 
double feed-drums and double-feed- 
ing adjustments if desired. Auto- 
matic clutch gives quick and positive 


control in starting and stopping. 
Loads and unloads entire trayful of 
250 stencils at a time, but has dou- 


ble-capacity hoppers so machine 
need never be stopped for loading, 
inking or unloading. Rotary printing 
motion insures positive feed and 
replacement of addresses, and is 
noiseless. Operates at continuous 
speed of 12,000 different addresses 
per hour. Elliott Addressing Ma- 
chine Company, 145 Albany, Cam- 
bridge, Mass. 


When writing to the makers of 
these products please mention 
that you read about them in 
CREDIT and FINANCIAL 
MANAGEMENT. 





Census Bureau Issues Sales, Credit Report 


REPORT on credit phases 
of wholesale trade has just 
been issued by the Busi- 


ness Division of the Bureau of the’ 


Census as revealed in the Census of 
Business covering 1948. This bul- 
letin reports on wholesalers and 
manufacturers’ sales branches giving 
such basic information as credit 
sales, number of credit accounts, 
receivables and bad debt losses. Data 
are given in this report for 32 stand- 
ard metropolitan areas. A summary 
of the information on these 32 areas 
is shown in the accompanying table. 

Merchant wholesalers and manu- 
facturers’ sales branches (with 
stocks) were selected for this study 
because they represent what is nor- 
mally considered to be the conven- 
tional type of wholesaler. Merchant 
wholesalers usually perform most of 
the functions considered as whole- 
sale functions. Manufacturers’ sales 
branches (with stocks) are, in many 
respects, like merchant wholesalers 
except that they are owned and op- 
erated by manufacturers, apart from 
plants, primarily for the disposal of 
the manufacturers’ products. 

Credit sales as percent of all sales: 
Includes all sales during the year 
1948, except those strictly on a cash 
or c.o.d. basis, expressed as a per- 
cent of total sales of establishments 
reporting credit sales. 

End-of-year accounts and notes 
receivable as percent of credit sales: 
Represents the amount of out- 
standing accounts and notes receiv- 
able as of the end of the year 1948 
expressed as a percent of credit sales. 
Includes only the accounts and notes 
receivable resulting from the sale of 
merchandise and held by the report- 
ing establishments. Notes and ac- 
counts sold or discounted to banks, 
finance companies, or factors are not 
included even though sold “with re- 
course.” These figures are based on 
data for establishments reporting 
credit sales, end-of-year receivables, 
and number of credit accounts. 

Percent change in accounts and 
notes receivable, beginning to end of 
year 1948: Represents the change in 
amount of accounts and notes receiv- 


MERCHANT WHOLESALERS—SELECTED STANDARD METROPOLITAN AREAS 


ESTABLISHMENTS, CREDIT SALES, RECEIVABLES, BAD Dest Losses, AND CrEDIT ACCOUNTS 


Establishments doing 
credit business 


Sales, en- 
tire year 


(Thousand 
dollars) 


~~ 328,996 


Metropolitan area and 
kind of business 
Number 


Albany-Schenectady-Troy, N. Y... 466 


Credit } 
sales as |and notes| losses as | of credit | sales per jand notes 
percent jreceivable| percent ivab 
of all jas percent} of credit |per estab- beginnin, 


End of 
year Bad 
accounts | debt 


Percent 
change in 
accounts 


Average E 
number | Cred# 
accounts | account |receivable! 


sales | of credit | sales | lishment | (Dollars) |to end o 
sales year 1948 


84.8 | 8.4 0.16 | asa | 1.403 | 414.0 





AGBIASROR. cos cet eeuucdeacsss 671 500,113 


81.9 7.9 0.24 360 1,755 





Baltimore, Md 1,460 
Birmingham, Ala............. 473 


778,219 
333,907 


83.9 7 | 0.16 | 326 | 1,474 


87.8 | 7. 0.21 | 348 | 2,026 





ee ere 3,371 


Buffalo, N. Y 1,010 


2,262,952 
616,808 


93.8 “0.12 | 309 | 2,272 


83.2 ‘ 0.11 327 1,555 





Citeane TL. chs. esncssesca sss] SBD 
Cincinnati, Ohio......... 998 


4,946,956 
745,379 


86.4 : 0.11 351 2,182 





89.4 | 8. 0.08 | 360 | 1,890 





Cleveland, Ohio ; 1,646 
Columbus, Ohio ee ee 
Dallas, Texas........... 811 
Denver, Golo... .......2.5005- 741 


Detroit, Mich. 2,037 


1,297 ,655 
425,711 
678,760 
497 ,924 

1,367,742 


90.8 0.07 | 361 | 2,412 





84.2 3 | 0.22 | 466 | 1,324 


86.6 0.09 467 1,792 | —0.2_ 
+8.4 
86.5 ; 0.19 | 417 | 1,561 | +5.1 


79.9 : 0.13 254 2,351 +3.3 





Houston, Texas 741 


645,693 
Indianapolis, Ind..............-- 555 487,004 


83.2 : 0.18 362 2,355 | —21.5 





84.0 ‘ 0.14 422 1,733 +4.7 





1,028 +} 1,119,245 


86.2 ° 0.13 477 1,433 +3.4 





Kansas City, Mo. 
Los Angeles, Calif................| 4,997 | 2,610,506 
Lomeviéne, Ky... .........60+5+% 527 414,673 
Milwaukee, Wis 1,022 625,341 
Minneapolis-St. Paul, Minn.......| 1,287 | 1,463,099 
New Orleans, La................- 718 563 ,027 
New York-Northeastern New Jersey| 28,312 17,308,959 
Philadelphia, Pa "3,643 | 2,174,133 
Pittsburgh, Pa.:.................| 1,450 | 1,013,892 
Portland, Oregon $25 ~~ 697,405 
Providence, R.4...............-- 793 ~~ 331,591 
1,418,961 


St. Louis, Mo. 1,814 
162,425 


83.7 e 0.13 | 446 | 1,486 


87.2 0.22 | 280 


1,893 +5.9 


1,486 | +3.9— 
80.4 ?, 0.10 | 397 | 1,276 | +10.0 


92.5 | 7. 0.11 | 468 | 1,773 | +7.1 








82.3 ; 0.16 335 +1.9 


90.6 | 8. 0.10 | 249 +6.2 


0.10 | 262 +9.4 
ou | 86 +9.3 
0.20 | 395 +0.6 
0.15 | 265 +0.4 
+5.6 


1,862 | +10.6 








San Diego, Calif....... ates 320 
625 ,633 


1,676 —2.2 





Dette Wath.......5..50055....] 1B 
Washington, D.C............. 514,536 
145,322 


Youngstown, Ohio 








1,745 +2.1 
1,492 | +12.8 





able from the beginning to end of 
year 1948, expressed as percent of 
accounts and notes receivable at the 
beginning of the year. These figures 
are based on establishments report- 
ing both beginning and end-of-year 
receivables. 

The bulletin also covers cash and 
credit sales among retail stores in 
1948, It shows that 544,514 stores 
had total sales of $73.2 billion. The 
credit sales of these stores ran about 
44%. Of the total credit sales about 
34% were covered by charge or open 


account, About 10% of the total is 
represented by installment sales. 
Copies of this bulletin which af- 
fords considerable information for 
the student of credit statistics may 
be purchased from the Superinten- 
dent of Documents, United States 
Government Printing Office, Wash- 
ington 25, D. C. at 30¢ per copy. 


Wholesale credit executives who 
operate in any of the 32 cities listed 
will find the information in the ac- 
companying chart a valuable basis 
for credit comparison. 
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THIS IS WAR! 


or 


Who’s accepting what from whom? 


E’RE mad again. This 
time over something 
which might be regarded 


as sO picayune that a grown man 
shouldn’t waste his time worrying 
about it. For it is a very small 
matter indeed. But it goes so direct- 
ly to the heart of business that I 
think it is worth getting mad about. 

I have for the past six years en- 
joyed excellent relations with an 
oil company in the New York re- 
gion which, a few years ago, was 
absorbed by one of the giants of 
the oil business. In those six years 
my tank has never gone dry. Its 
temperature-control— or whatever 
it calls it—system has sent the man 
around so cleverly that no mat- 
ter what the weather has been the 
amount my tank would take has 
varied hardly at all. If the old ma- 
chine broke down I could call the 
company at any time of the day or 
night and Mr. Hope, or one of his 
colleagues, would appear in an as- 
tonishingly short time to fix it. The 
company’s employees to a man are 
gentlemen. And one time, when 
something radically wrong happened 
to my burner, so that there was no 
flame but the oil continued to pour 
into the firebox, and the repairman 
(at three o’clock in the morning) 
told me that a repair crew would 
appear at six, a repair crew ap- 
peared at six. Literally, I love that 
company. It has always treated me 
right. And I’m as mad as all get-out 
at it! 


al 


“Your application . . . 


The trouble started with a con- 
tract the company sent me in the 
early summer. It contained an offer 
on the part of the company to sup- 
ply me with heating oil for the com- 
ing winter, but with a difference. 
[ could pay my bills monthly, as I 
always have done, or could try a 


by 


DUOCEPHALUS 


new (to me) budget method of 
paying weekly installments based on 
the company’s calculations of my 
needs and we could settle up at the 
end of ten months in the same way 
as one can settle up with Uncle 
Samuel at the end of twelve, at the 
time of making out income tax re- 
turns. That struck me as a good 
steer and I signed up. 

The company’s reply has just ar- 
rived. It starts: 

“Your application for a budget 
heating account has been accepted.” 

What application? I didn’t apply 
for a doggone thing. That oil com- 
pany applied for my _ business 
(Their contract starts with the 
words “‘we offer to. . .”) and I 
accepted their application. Friends 
in the oil business tell me that they 
consider it the most competitive 
there is. If I want oil, even in my 
little suburb, I can go to all kinds 
of people and get it. I’m not apply- 
ing for oil; I’m buying it! 

By now you probably have got 
the drift of the argument. But to 
dramatize it a little more let me tell 
you of an occasion that impressed 
me tremendously two or three years 
ago. 


“We will grant you .. .” 


The occasion was a luncheon dur- 
ing the annual meeting of the In- 
surance Advertising Conference in 
New York. The speaker was a man 
whose writings, at least, are well 
known to every advertising man— 
Aesop Glim, a prolific writer on 
copy problems. That morning, it 
seems, he had noticed an insurance 
advertisement in which occurred the 
statement “We will grant you in- 
surance if you can qualify” or words 
to that effect. His comment was 
pithy and inevitably direct: “Now 
isn’t that nice of you?” 

“You are not granting a thing,” 
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he said, more or less. Remember this 
was three years ago or so and I 
obviously can’t remember the exact 
words. “You are not granting a 
thing. You are selling money. The 
only difference between your selling 
and anyone else’s selling is that 
you are offering the money you sell 
at the time when it will be most 
wanted. You can call it insurance or 
protection or anything else but it’s 
money and you're selling it.” 

Well, the oil men can call it pro- 
tection or heat or home comfort or 
anything else but it’s oil and they’re 
selling it. They have received no 
application for oil from me and 
they never will. They can accept my 
credit, certainly. If I want credit 
from them by all means I'll apply 
for it. In fact I did six years ago 
and they accepted it. But once that 
transaction is over they are applying 
for my business, and J will accept it, 
if I feel like it. 


Bad thinking habit 


At the beginning of this diatribe 
I said that perhaps this was a small 
matter to get mad about but that it 
went to the heart of business. And 
it does. Any company which goes 
around talking about accepting busi- 
ness is not thinking right. Either it 
goes out and sells or it goes broke 
or has a monopoly and doesn’t have 
to sell. And how many businesses do 
you know in that happy state? 

I am but a humble little con- 
sumer buying from a very large cor- 
poration indeed. But however large 
the corporation, if it can uncon- 
sciously slide into that attitude in its 
dealings with me, can it not equally 
easily slide into the same attitude 
with its other individual customers, 
and then with its small business cus- 
tomers, and then perhaps with its 
larger business customers, and then 
.. . Well, no business is immortal. 
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LEGAL NOTES 
AND NEWS 


by CARL B. EVERBERG 


Assistant Professor of Law, 
Boston University 


New Uniform Commercial 
Code now ready for intro- 
duction to the State Legis- 
latures 


Ever since 1942 the American 
Law Institute and the National Con- 
ference of Commissioners on Uni- 
form State Laws have been busy 
promulgating proposed uniform leg- 
islation covering most commercial 
transactions. Through such collab- 
oration, and many conferences, the 
Code was finally approved by the 
House of Delegates of the Ameri- 
can Bar Association in September, 
1951, at a meeting in New York. 
This is the form in which it will be 
introduced into State Legislatures. 

The old Negotiable Instruments 
Law has received the greatest num- 
ber of changes. Many of the provi- 
sions in the old Act had become 
obsolete, and there was a crying 
need for new provisions to fit pres- 
ent day operations in the banking 
and commercial fields. Today, for 
example, the letters of credit mech- 
anism has grown to substantial use 
and great importance, especially in 
ali foreign trade. The Code has 
taken this up and covered it bv ap- 
propriate material. 

Article 9 treats of the many se- 
cured transactions which have be- 
came so prolific. The Code presents 
the first attempt to integrate all the 
rules of law governing the many 
different types into one comprehen- 
sive satute. It has been found, on 
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analysis, that there are a number of 
factors constant in all security de- 
vices, and therefore the Code pre- 
sents certain basic rules for all 
secured devices which affect mov- 
able and intangible property. 

Other subjects covered by the 
Code are warehousing, bills of lad- 
ing and common carriers. The 
Sales Act has undergone a complete 
revision and modernization. 

Many representatives of industries 
and of associations (including the 
National Assocatition of Credit 
Men) have participated in the draft- 
ing of this new Code, and while it is 
hardly to be expected to suit every 
one’s fancy, it is nevertheless a 
splendid product made up of the best 
contributions of business executives, 
bankers, credit men, lawyers and 
others. 

It should have the support of all 
those interested, and adopted as 
soon as possible by a maximum 
number of states. 


FTC Surveying 
Sales, Profits 


of Corporations 


is conducting a quarterly sur- 

vey of assets, debts and income 
of corporations in manufacturing, 
wholesale and retail trade, by size 
groups and by individual industry 
groups. The information produced 
by the survey is for the use of busi- 
ness, trade associations, banks, gov- 
ernment agencies, research organi- 
zations and, in short, anyone who 
needs it. 

Inquiries reaching the National of- 
fice seem to indicate that the pur- 
pose, or even the existence, of these 
surveys is not well known. For that 
reason the following short notes may 
be of help. 

The FTC has the complete right 
to demand the facts from any firm it 
approaches. Corporations which are 
to submit quarterly financial reports 
are chosen by lot. Periodically it is 
expected that the FTC will relieve 
those presently reporting and sub- 
stitute other companies which will 
be chosen by the same means. 

The FTC is authorized to collect 
the data and publish its findings 
under the provisions of the Federal 


Ti: Federal Trade Commission 


Trade Commission Act and the De- 
fense Production Act. In fact it has 
been collecting this information an- 
nually from manufacturers since be- 
fore World War II and quarterly 
since 1947. Now it is expanding its 
surveys to include wholesalers and 
retailers. Penalties are provided in 
both Acts for non-compliance. 

Although Federal income tax is 
one of the items in the questionnaire 
there is no cross-checking with the 
Internal Revenue Bureau. One of 
the main purposes of the surveys is 
to enable businessmen to compare 
the trend of their sales, profits and 
so forth with those of other com- 
panies in the same industry and in. 
come group. The form of the ques- 
tionnaire has been kept as simple as 
possible and estimates may be made 
where exact figures are not known 
or would take much time and effort 
to find out. 


Smart Advertising 
Points Up Slimness 
Of Business Profits 


SING the theme, “The Chick- 
U en Feed That Keeps a Cor- 
poration Alive,” General 
Mills through its institutional ads 
is attacking the popular misconcep- 
tion that corporations take a big 
chunk of the sales dollar for profit. 
The first of a series of institu- 
tional ads with an economic and 
service theme appeared in The 
American Weekly on September 30. 
General Mills, with an ad showing 
a chicken pecking away at pennies, 
points out the profit the company 
earned last year amounted to 2.6 
cents on each dollar of sales. The 
ad reads: “You might not even 
stoop to pick it up. But it keeps us 
in business.” 

Of the $435,900,000 in sales for 
the year ended May 31, the corpora- 
tion gave the biggest piece of each 
sales dollar to suppliers of raw ma- 
terials, 81.2 cents. The employees 
got the second largest slice, 11.7 
cents. Taxes claimed 3.8 cents, wear 
and tear 0.7 cents and that left a 
2.6 cent profit. 

Credit is given to an American 
brand of teamwork—customers, em- 
ployees, stockholders, farmers, food 
store workers, bakers and others. 
The ad concludes, “and the best is 
yet to come, if we all keep on work- 
ing together.”’ 
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ASSOCIATION NEWS | 
NACM Staff Changes 


S. J. Haider 


E. B. Moran 


Haider, Moran, Gray Appointed 
Assistant Executive Managers 


staff of the National Association of 

Credit Men have been announced. 
The changes consist of one resignation 
and three elevations of present staff 
members. 

After twenty-and-a-half years on the 
National staff, David A. Weir, secretary 
and assistant executive manager has re- 
signed to enable him to devote more 
needed time to his private interests. To 
take his place S. J. Haider, E. B. Moran 
and P, J. Gray have been appointed as- 
sistant executive managers with Mr. Gray 
also holding the position of secretary 
pro tem. A definite election to the secre- 
taryship will be announced following the 
National Board meeting in Chicago. 

Each of the new assistant executive 
managers will continue in his present 
capacity—S. J. Haider as manager of the 
Central Credit Interchange Bureau, E. B. 
Moran as manager of the Central divi- 
sion and director of sales and promotion, 
and P. J. Gray as manager of the Foreign 
Credit Interchange Bureau. 

In addition Mr. Haider will take on the 
duty of convention director, succeeding 
Frederick H. Schrop who will retire De- 
cember 31; E. B. Moran will have charge 
of this publication which will be moved 
te Chicago at the end of the year, and 


G st of changes in the executive 


P. J. Gray will assume the Fraud Pre- 
vention solicitation which has also been 
handled in the past by Fred Schrop. 

Dave Weir, who was also executive 
vice-president of the Credit Research 
Foundation, is a_ well-known figure 
throughout the country. As a speaker he 
is in great demand. He has had a distin- 
guished career as an economist and edu- 
cator, being at one time head of the 
department of finance at Notre Dame and 
concurrently secretary-manager of the 
South Bend Association. 

“Bud” Haider joined the National As- 
sociation of Credit Men in 1934 as a sales- 
man and later was appointed assistant 
manager of the Central Credit Inter- 
change in St. Louis. In 1945 he was 
named manager of the bureaus. During 
the past six years the number of bureaus 
has increased significantly and the mem- 
bership also has increased to such an 
extent that the Credit Interchange Bu- 
reaus occupy a commanding position in 
their field. 

He is on the road constantly, conferring 
with local bureau managers, helping them 
improve their service and increase their 
membership and _ conducting regional 
meetings. 


At conventions he is one of the best- 
known figures, since one of his multifari- 
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P. J. Gray 


ous duties is that of co-ordinator of indus- 
try group meetings. 

E. B. Moran’s “hrrmp” is a familiar 
sound wherever credit men gather. A 
salesman first and last he has done a 
stupendous job of building up the mem- 
bership of the Association. He will take 
on his new job in addition to his present 
one of manager of the central division 
and director of sales and promotion. 

Ed is a past president of the Chicago 
and New York Rotary Clubs and of the 
Chicago Sales Executives’ Club. He is a 
member of the advisory committee on 
marketing in the College of Commerce 
and Business Administration at the Uni- 
versity of Illinois and a member of the 
advisory board of the School of Business 
Administration at Pace College, New 
York. 

His book, “The Credit Side of Sell- 
ing,” is in wide use, many companies 
having distributed it throughout their 
sales forces. 


Philip J. Gray left College in his senior 
year to serve in World War I as Infantry 
Lieutenant. He organized and operated his 
own advertising agency in Chicago from 
1920 to 1930 when he joined the staff of 
the National Association of Credit Men. 
Since that time he has served in almost 
every Department of the Association, hav- 
ing handled sales and promotion work 
for Fraud Prevention and Crepit & FI- 
NANCIAL MANAGEMENT, acted as Man- 
ager of the Chicago office, and served as 


(Next page, column two) 





Flying President 
Sets Himself a 
Killing Schedule 


National President Lorne D. Duncan 
has made a number of contacts with af- 
filiated Associations during the last three 
months. As General Credit Manager for 
the National Distillers Products Corpora- 
tion, Mr. Duncan visits many cities in 
the course of his company’s business and 
has used such occasions to contact vari- 
ous special groups of credit men as well 
as to attend Association meetings. 

At the time of his visit in Louisville 
in June he met with a group of Directors 
of the Louisville Association. This visit 
was highlighted by an interview by a re- 
porter from the Louisville Courier- 
Journal and a half column report of 
President Duncan’s opinions on general 
business conditions. 

During August he visited Baltimore 
where he was interviewed by Carroll E. 
Williams, Business Editor of the Balti- 
more Sun, On August 8 he spoke at the 
dinner meeting of the Columbus Associa- 
tion of Credit Men and August 9 he was 
the speaker at a dinner meeting of the 
Wheeling Association of Credit Men. On 
August 11 he spoke before the Dayton 
Association and on August 16 he con- 
ferred with the Board of Directors of the 
Fort Wayne Association of Credit Men. 

During September he attended the 
Southwest Credit Conference at Dallas on 
the 19-22 and then flew over to Tampa 
for a meeting with that Association on 
the 24th. 

His October schedule was also quite 
full. He spoke at the dinner session of 
the New York Credit Women’s Group on 
October 4. He flew to St. Louis on the 
morning of October 5 to attend the meet- 
ing of the Central Division Secretary- 
Managers. On the 7th he went to Kansas 
City and from there to Topeka where he 
spoke at a noon luncheon and then flew 
to Wichita for a noon luncheon with that 
Association’s membership. On October 11 
he was the honored guest at the dinner 
meeting of the Denver Association and 
stopped over in Billings on the 12th en 
route back to New York. Thence up to 
Syracuse to attend the Tri-State Credit 
Conference on the 18th and 19th. On the 
morning of the 20th Mr. and Mrs, Dun- 
can flew to California for a six-day rest 
at their Santa Barbara ranch. 


Schedule planned through February 


November also will be an active period 
for our National President. On Novem- 
ber Ist and 2nd he will be in Los An- 
geles attending the 50th Anniversary of 
the Los Angeles Credit Managers Asso- 
ciation. On the night of November 2 Mr. 
and Mrs. Duncan will fly to Honolulu 
where on November 5 he is scheduled to 
speak at a luncheon meeting of the Hono- 
lulu Association of Credit Men. On No- 
vember 6, 7, and 8 Mr. Duncan will be 
in San Francisco and on the 9th to 14th 
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COMING EVENTS 


New England Conference 
Providence, R. I., November 28 


National Credit Congress 
Houston, May 11-15, 1952 


North Central Conference 
Fargo, N. D., March 21-22, 1952 


he will be in Chicago to attend the an- 
nual meeting of the National Board of 
Directors of NACM. On November 15 
he is scheduled at Minneapolis and on the 
16th at Fargo, North Dakota. 

His schedule of visits to local Associa- 
tions also stretches ahead to next Febru- 
ary when he will be guest of honor at 
the annual meeting of the Tampa Asso- 
ciation of Credit Men on February 18. 
Before that event, however, he is sched- 
uled to be a guest at the annual meeting 
of the New York Credit & Financial 
Management Association on February 14. 

When he was elected National Presi- 
dent in Boston last May one of his spon- 
sors called him “a credit man’s credit 
man.” From the above listing of his re- 
cent activities and visits with affiliated 
Associations he might well be called “a 
flying credit man.” 


S. L. Robinson Elected 
Director of Pipe Firm 


Akron: At a recent meeting, the board 
of directors of The Robinson Clay Prod- 
uct Company, elected S. L. Robinson to 
fill the vacancy caused by the recent 
death of William D. Gilson. 

S. L. Robinson has been associated 
with the company, the world’s largest 
manufacturer of clay pipe, since his grad- 
uation from Syracuse University in 1923. 
Beginning his employment as a member 
of the shipping department of the com- 
pany’s Factory No. 10 at Mogadore, 
Ohio, he served in various positions un- 
til 1948, when he was named Credit Man- 
ager. He will continue to serve the 
company in this capacity in addition to 
his duties as a director. 


CHANGES 


(From previous page) 


Trade Group organizer in Central Credit 
Interchange Bureau in St. Louis, He was 
later assigned to the Association’s Legis- 
lative Department and served in the 
Washington Service Bureau. In 1938 he 
was transferred from the Association’s 
Washington office to the Foreign Depart- 
ment and the Foreign Credit Interchange 
Bureau which he took over as Manager 
in 1941, and in which capacity he has 
served to date. 


Mo. — Kas. — Okla. 
Credit Men Meet 


For Conference 


Wichita: Credit executives from ele\ en 
Associations in the States of Kansas, 
Oklahoma and Missouri joined at the 
Broadview Hotel, October 17 through 20, 
for the annual Tri-State Conference 

There was no official business October 
17. Registration and a get-together party 
occupied the evening and the sessions 
opened the following morning. 

Two main speakers were scheduled for 
the Thursday morning session. Dr, 
Charles N. Kimball, president of the 
Midwest Research Institute, Kansas City, 
spoke on industrial research. Norman 
Krause, president of the Krause Plow 
Co., Hutchinson, Kansas, took as his topic 
“How Big Is the Dollar Sign in Labor 
Relations?” Also during the morning 
George Gow, news director of Station 
KANS, gave his morning broadcast. 

Afternoon speakers included R. C. 
Gordon, Shell Oil Co., St. Louis, and 
William W. Michaels, First National 
Bank & Trust Co., Tulsa, Oklahoma. The 
Kansas City Association staged a skit 
entitled “This Could Happen to You!” 
At the evening banquet, the Wichita Ki- 
wanis entertained with a “Gay Nineties” 
revue. 

Friday opened with a credit women’s 
breakfast followed by all-day group ses- 
sions, seven in all. At the evening ban- 
quet E. B. Moran, manager, central divi- 
sion, NACM, and national vice-president 
Victor C. Eggerding, Gaylord Container 
Corp., St. Louis, were the speakers. 

At the conclusion of the banquet the 
conference officially adjourned. However, 
the following morning a golf tournament 
and tour of Wichita industry was planned 
for those wishing to remain. 


Kansas City Credit 
Men Think Up New 
Membership Scheme 


Kansas City: Prizes for sponsoring 
memberships are nothing new. But the 
Kansas City Wholesale Credit Associa- 
tion has come up with a new angle, and 
this one really is new. 

Members sponsoring ten new members 
will be rewarded with a first class round 
trip ticket to the Houston convention 
with roomette both ways. That’s old 
stuff. However, it is the consolation 
prizes that make the new idea. 

They have worked out a graduated 
system of rewards for those who do not 
make the ten-member mark. Sponsors of 
three members, for instance, will be 
staked to a train-ride as far as Wichita. 
After that they are on their own. The 
intermediate prizes are railroad tickets 
to Enid, Oklahoma for four members: 
Chickasha, Oklahoma for five; Ringgold, 
Texas, for six; Fort Worth for seven; 
Dallas for eight, and Teague, Texas, for 
nine. 
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Feeder Finance 


Credit Men Hold 
All-Day Meeting 


Minneapolis: The Upper Midwest 
Feed Finance Credit Group held its semi- 
annual meeting at the Radisson Hotel 
September 20. Indicative of the interest 
in these meetings is the fact that repre- 
sentatives were present from sixteen 
cities in seven states. 

The first speaker of the day was Dean 
McNeal, Pillsbury Mills. With Charts 
and figures he demonstrated the progress 
made in the turkey field. Turkey produc- 
tion, he said, is higher throughout the 
country, ranging from an 8% increase in 
the west and north central states to 39% 
in the south, with an overall U. S. in- 
crease of more than 16%. 

Dr. W. A. Billings, extension division, 
University of Minnesota, was the next 
speaker. He discussed the problems in- 
herent in the financing of turkey raisers. 
He was followed by P. R. Kenefick, Na- 
tional Citizens Bank, Mankato, Minn., 
who spoke of the necessity of the bankers’ 
being in close touch with both the feed 
manufacturers and the raisers. 

After luncheon M. C. Small, National 
Turkey Federation, who had just re- 
turned from a conference in Europe, 
spoke on the promotion plans of this as- 
sociation. He compared the problems of 
raisers in England with those of Ameri- 
can raisers and pointed out how the 
English Quota system and marketing 
controls had lowered production. The 
speaking program closed with M. C. 
McGladrey, Farm Owners Mutual In- 
surance Co., speaking on insurance in 
the turkey field. 

The afternoon came to a close with an 
unusual panel discussion, unusual in that 
none of the members of the panel was 
given preliminary warning that he was 
to serve. As a result the discussion was 
completely spontaneous. Panel members 
were J. E. Ledbetter, Northrup King & 
Co.; W. F. Anderson, Archer-Daniels- 
Midland Co.; R. A. Scharf, Cargill 
Nutrena, and A. M. Stevens, Ralston 
Purina Co. 




































New Orleans Chapter 
Schedules Courses at 


Tulane University 


G. Albert Knesel, Chairman, New 
Orleans Chapter, National Institute of 
Credit, has announced a suggested pro- 
gram in Credit Education to be offered 
in cooperation with Tulane University, 
1951-52 Session. Two consecutive pro- 
grams of study have been designed by 
the National Institute of Credit to serve 
the educational needs of those who wish 
to gain recognition for their work and 
study by obtaining an appropriate pro- 
fessional award. These are the Associate 
Award and Fellow Award programs. 
Secretary, Fred L. Lozes will instruct 
Classes in “Credits and Collections.” 
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Hawaii’s “Oldest” Credit Executive 


Honored with Life Membership 


Frank F. Branco, who recently retired 
after 41 years of credit service with the 
Honolulu Gas Company, was honored at 
the annual meeting of the Honolulu As- 
sociation of Credit Men, held at Shune- 
ho-Ro Tea House. Mr. Branco was pre- 
sented with a watch and an honorary 


Chicago Accounts 
Shows Improved 


Chicago: The last accounts receivable 
survey of the Chicago Association of 
Credit Men shows an increase in the per- 
centage of both those accounts which 
discount and those past due compared 
with the same percentages in the previous 
survey. However, the picture is not quite 
as good as it was a year ago. 


life membership in the Association. 
Shown congratulating Mr. Branco, left 
to right, R. Vergne Tanner of Von 
Hamm-Young Co., immediate past Pres- 
ident; Clarence R. Short of American 
Factors, President; Paul Loo of Pacific 
Meat Co. Ltd., Treasurer. 


Receivable Survey 
Credit Conditions 


The only group showing a lower per- 
centage of accounts discounting was the 
industrial accounts which declined from 
48.7% a year ago to 47.4% three months 
ago to 40% in the latest survey. The 
same group also showed a marked in- 
crease in accounts past due. 

Here are the figures: 


Comparative figures for August, 1950, 
May, 1951 and August, 1951 


Accounts 

All Types 

August, 1951 54.7% 
May, 1951 51.3% 
August, 1950 60.2% 
Retail 

August, 1951 58.3% 
May, 1951 56.6% 
August, 1950 63.8% 
Wholesale 

August, 1951 59.3% 
May, 1951 48.1% 
August, 1950 62.4% 
Industrial 
August, 1951 40.0% 
May, 1951 47. 4% 
August, 1950 48.7% 





Discounting Paying When Past Due 


Average Age 


Due 

34.0% 11.3% 29.6 Days. . 
39.9% 8.8% 28.7 Days 
28.3% 11.5% 29.0 Days 
30.0% 11.7% 31.3 Days 
33.8% 9.6% 32.3 Days 
24.4% 11.8% 32.5 Days 
30.4% 10.3% 28.2 Days 
44.7% 7.2% 28.9 Days 
26.8% 10.8% 28.3 Days 
47.5% 12.5% 27.4 Days 
43.2% 9.4% 27.0 Days 
39.5% 11.8% 29.1 Days 





Eugene S. Elkus 
ls Honored at 
San Francisco 


Eugene S. Elkus 


San Francisco: On Friday evening, 
October 12th, in the Empire Room of the 
Sir Francis Drake Hotel, the Credit 
Managers Association of Northern and 
Central California and the members of 
Vigilantia Inc. honored Eugene S. Elkus, 
Sr., at a testimonial dinner. 

“Gene,” as he is known to his friends, 
is recognized as “The Dean” of all credit 
men in the Bay Area and Northern and 
Central California. As one of the found- 
ers of the San Francisco Association of 
Credit Men, he was one of the first to at- 
tend a national convention, representing 
San Francisco. He has lived a full credit 
man’s life and the Association was one 
of his hobbies. He is very active both in 
local and National affairs. Besides serv- 
ing on the board of directors and being 
an officer, he is past president of the As- 
sociation, 1922-1923. He served as na- 
tional director and became president of 
the National Association in 1924-1925. It 
was during that year that a fraud pre- 
vention fund of over a million dollars 
was raised. 

He is the founder of Vigilantia Inc. in 
1949 and at the present time is president 
emeritus. Membership in this social, be- 
nevolent and education] organization is 
over 300 at the present time. 

The Elkus family was one of the pio- 
neer families of the state. Besides being 
an Elk, he is very active in civic and 
Masonic affairs, being a member of 
Shrine and Scottish Rite bodies. He is 
past master of Pacific Lodge, a thirty- 
third degree Mason and past chairman of 
the Board of Control of the Grand Lodge 
of the State of California. 

During World War II his company re- 
ceived the Navy E and the Maritime M 
for their part in the war effort. He is 
past president of the San Francisco Board 
of Trade and has been very active in 
civic affairs recently appointed to the 
mayor’s committee for civilian defense. In 
his appointment, Mayor Robinson re- 
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ferred to Gene as the “Bernard Baruch 
of the West Coast.” 

B. F. Edwards, Jr., president of the 
Credit Managers Association was chair- 
man of the evening. Henry Hyland, first 
president of Vigilantia presented Gene 
with a pin and D, I. Bosschart, past presi- 
dent of Credit Managers Association of 
Northern and Central California and past 
national president was the principal 
speaker of the evening. 


Outstanding Meetings 
Open 1952 Season of 
Boston Association 


Boston: National vice-president, E. 
William Lane, American Screw Co., 
Willimantic, Conn., addressed the Octo- 
ber dinner meeting of the Boston Credit 
Men’s Association at the Boston Club. 
His subject was “Straws in the Wind.” 

During the September meeting referee 
William H. Smart and four members of 
the Association took part in a mock ses- 
sion of the bankruptcy court. 


Oakland President 
Now Assistant V.P. 
Of Pacific Tel & Tel 


George A. Gitchell 


Oakland: George A. Gitchell has been 
appointed assistant vice-president of the 
Pacific Telephone & Telegraph Company 
at the comparatively young age of 44. He 
will serve on the general administrative 
staff and will handle problems on taxa- 
tion and related matters. 

Mr. Gitchell was elected to the presi- 
dency of the Oakland Association last 
February. He had served for the past five 
years as divisional manager of his com- 
pany. 

e 

Philadelphia: R. W. Greiner, J. B. 
Lippincott Company, recently completed 
sixty-one years of service with the com- 
pany. 


“Hot Check” Law 
In Texas Given 


Sharper Teeth 


NTEREST in the new “hot checi” 
| law of Texas is evidenced by the fact 

that it came up for discussion at three 
different group meetings during the re- 
cent Southwest Conference in Dallas. 

The law prescribes heavy penalties for 
uttering bad checks ranging from a fine 
to ten years in the penitentiary. Specifi- 
cally the law provides the following 
penalties. 

Checks for less than $5—fine up to 
$200. 

More than $5 but less than $50—up to 
two years in the county jail and/or up 
to $1000 fine. 

More than $50—two to ten years in the 
penetentiary and a fine not to exceed 
$10,000. 

Second offenders in the under $50 cate- 
gory face a sentence of thirty days to 
two years in the county jail and a $2,000 
fine. Third offenders (still for checks 
under $50) face two to ten years in the 
penitentiary and a five thousand dollar 
(maximum) fine. 

According to section three of the bill 
the reason for the revision providing the 
stiffer penalties is the increase in the 
number of bad checks being written in 
the State of Texas. 


Consumer Credit 
Conference Minutes 


Are Now Available 


HE College of Business Adminis- 
T tration of Lehigh University, Beth- 

lehem, Pennsylvania, was host at a 
two-day conference on Consumer Credit 
on May 24 and 25, 1951. There were 
140 individuals registered for this two-day 
meeting. Eleven national and four state 
consumer credit agencies were co-sponsors 
of this Conference including NACM. 

Papers were presented by leaders in 
the consumer credit field on “What we 
don’t know about Consumer Credit,” 
“Regulation W,” “Consumer Credit in a 
Guns-and-Butter Economy,” “The Place 
of the Various Consumer Credit Agencies 
in the Economy,” “Evaluation ‘of the 
Credit Risk,” and “Consumer Credit 
Courses in High Schools, Colleges and 
Universities.” 

Among the speakers was Clarence E. 
Wolfinger, president, National Retail 
Credit Association, and past president, 
Credit Association of Eastern Pennsyl- 
vania. 

The proceedings of the Conference may 
be obtained by writing Dean Carl E. 
Allen, College of Business Administra- 
tion, Lehigh University, Bethlehem, Penn- 
sylvania. Single copies will be sent post- 
paid at one dollar each. If ten or more 
copies are desired, and are to be mailed to 
the same address, they may be obtained at 
seventy-five cents each. 
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Cleveland Host 
To Credit Men 
Of Ohio Valley 


Cleveland: The Ohio Valley Regional 
Conference was held this year at the 
Carter Hotel on Friday and Saturday, 
October 19 and 20, with the midwest 
credit women’s conference following im- 
mediately after. Walter H. Lawson, Me- 
dusa Portland Cement Co., was general 
chairman, 

The program was concentrated largely 
during the afternoon of October 19 and 
the morning of October 20. The address 
of welcome and the keynote address were 
given during the noon luncheon on Friday. 

Friday afternoon’s program opened 
with a talk by Dr. Theodore N. Beckman, 
professor of marketing at Ohio State 
University and author of several credit 
and collection texts. Following his talk 
the delegates saw a film, “Desert Ven- 
ture,” which dealt with the Iranian oil 
fields. The final afternoon speaker was 
Ken W, Tibbitts, vice-president, National 
Credit Office, New York. His subject 
was “Mobilization Needs a Credit Man.” 

During the evening banquet Meril A. 
May, vice-president of Dun & Bradstreet, 
Inc., spoke on “What We Have to Work 
With.” Also during the banquet Louis J. 
Alber, world traveler and foreign cor- 
respondent, gave his impressions of a 
recent visit to countries bordering on the 
iron curtain. 

On Saturday morning, immediately fol- 
lowing breakfast, Henry H. Heimann, 
executive vice-president, NACM, spoke 
on “The Price of Inflation.” After Mr. 
Heimann’s talk the delegates settled down 
for a forum discussion on “New Oppor- 
tunities Afforded Credit Men to Bring 
Out Their Best Efforts.” The conference 
adjourned following the forum. 


Dallas Secretary 
Resigns to Accept 
Controller Post 


Dallas: Frank C. Ryburn, secretary- 
executive manager of the Dallas Associa- 
tion, has resigned to accept the position of 
controller of the Jaques Power Saw 
Company, Denison, Texas. Mr. Ryburn 
had been chief staff member of the Asso- 
ciation since 1947. 


Dallas: George E. (“Larry”) Law- 
rence, secretary-manager of the Toledo 
Association of Credit Men since 1948, 
has been elected secretary-manager of the 
Dallas Association effective November 1. 

Mr. Lawrence, who is 37 years old, is 
a native of South Dakota, and a graduate 
of Dakota Wesleyan University. He had 
previously been connected with the Inter- 
state Association of Credit Men in Sioux 
City, Iowa, and with the National office 
in New York where he was engaged in 
sales-promotion work. 


Completes 50 Years 





Reginald P. Manners 


New York: Reginald P. Manners, 
treasurer, National Aniline Division, Al- 
lied Chemical & Dye Corporation, com- 
pleted fifty years in the dyestuffs indus- 
try on Monday, October 1. He came to 
National Aniline from Century Color 
Corp. in the merger of the chemical com- 
panies in 1917. 

Mr. Manners has a host of friends and 
acquaintances in the business who would 
hardly suspect that he entered the dye- 
stuffs business away back in 1901. 


Southeast Credit 
Conference to be 


Held in Atlanta 


Atlanta: As this is written the South- 
east Credit Conference is still to take 
place, but by the time it is read it will 
be over. 

At press time the program was as 
follows: 

Thursday, October 18: Registration all 
day; special luncheon and mass meeting 
of contributors to Georgia Arrears List 
of Plumbing & Heating Group at noon; 
cocktail party at the Biltmore Hotel at 
6 p.m. followed by a dinner. 

Friday’s program calls for a credit 
women’s breakfast followed by general 
sessions to occupy the morning. Henry 
H. Heimann, executive vice-president, 
NACM, is scheduled to speak at the 
luncheon. Group meetings will take place 
all afternoon. During the group meetings 
the wives are to be guest of honor on a 
local television show entitled “Just for 
the Girls.” Later, a style show is planned 
at Rich’s, Atlanta’s largest department 
store. 

The end of the conference is scheduled 
for Friday evening, but arrangements 
have been made for delegates to attend 
the Georgia Tech-Auburn football game 
Saturday, October 20. 


Rochester: October 4 was the date of 


the annual clambake staged by the Roch- 
ester Association of Credit Men. 
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APCA Conference 
Held at Dallas; 
Mostly Shop Talk 


Dallas: The American Petroleum 
Credit Association held its 27th annual 
conference at the Adolphus Hotel Octo- 
ber 15-17. As usual at meetings of this 
close-knit group the program omitted 
prepared speeches almost entirely so that 
the members could devote as much time 
as possible to down-to-earth discussion 
of industry problems. 

On Monday morning after a_ short 
address of welcome the members heard 
reports from the president and treasurer 
and from the chairmen of the various 
committees. After lunch Ben H. Wooten, 
president of the First National Bank in 
Dallas, spoke on the development of the 
resources of the Southwe-t. The remainder 
of the afternoon program consisted of a 
forum discussion on credit cards, credit 
checks, budget selling and tires, batteries 
and accessories merchandising. 

Tuesday’s program started with a 
panel discussion on credit personnel, cus- 
tomer relations, and surveys and statistics. 
Following the discussion Watrous H. 
Irons, vice-president of the Federal Re- 
serve Bank of Dallas, gave the other 
prepared speech. His subject was “To- 
morrow’s Economy.” 

In the afternoon the subjects for dis- 
cussion included credit to contractors, 
farmers, industrial accounts and motor 
carriers. 

On the final morning of the conference, 
Wednesday, October 17, the panel dealt 
with jobbers, fuel oil accounts, liquid 
petroleum gasses and transport deliveries. 
The final reports of the committees were 
presented and the conferece adjourned, 

Pictures and further details will appear 
in next month’s issue. 


Worcester Association 
Visits Plant as Part 
of October Meeting 


Worcester: The members of the Wor- 
cester County Association of Credit Men 
visited the plant of the Simonds Saw & 
Steel Co., Fitchburg, Mass., as part of 
the October 15 meeting. The group jour- 
neyed to Fitchburg by chartered bus. 

Returning from the plant the group 
stopped at the King’s Corner Restaurant 
for dinner and a talk by Ralph A. Gil- 
chrest, their host during the afternoon 
plant visit. 


Tampa: Duval M. Smith, man- 
ager of the Tampa Association, 
reports the formation of two new 


industry groups — drugs and spe- 


cialties, and industrial supplies. 
Each has an initial membership of 
seven. 
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Past President of 
Cleveland Credit 


Men Appointed 


Cleveland: J. W. Lerner has been 
named vice-president of Premier Auto- 
ware Co. At Premier Autoware Co., Mr. 
Lerner will help direct the activities and 
growth of this company that is one of 
the country’s largest suppliers of auto- 
motive replacement parts. 

Well-known in business circles, Mr. 
Lerner is a former president of the 
Cleveland Association of Credit Men; he 
organized and served as first president of 
the Tax Club of Cleveland. He is a 
member of the Controllers’ Institute and 
was appointed by Mayor Thomas A. 
Burke to serve on the Citizens’ Commit- 
tee on Air Purification. 

Mr. Lerner, a native Clevelander, was 
graduated from Central High School and 
joined Harshaw Chemical Co. in 1909. 
In 1929 he was named assisant treasurer 
and a director of the company. Upped to 
vice-president and controller in 1942, he 
resigned his position last year. 


POSITIONS WANTED 


Credit Man—Extensive hard goods experience on 
national volume basis. Commercial financing 
background and experience in wholesale and re- 
tail eancing. Accustomed to warehousing pro- 
cedures, exhaustive collection techniques, dealer 
contactS and sales to contractors on secured 
basis. Desire greater responsibility in Southern 
California. Located in Los Angeles area. Re- 
sume on request. Box N-1, Credit and Finan- 
cial Management. 

Credit Man, 29, fluid correspondent, executive 
assistant, decision level, sales minded. Accus- 
tomed to extensive volume on a national scale. 
Five years credit, collection and sales experi- 
ence. Highest calibre references. Presently em- 
ployed, desire relocation. Resume on request. 
Box N-2 Credit and Financial Management. 


Credit Manager, Administrative Assistant, 33, 
Veteran, single, BS-NYU-Business Administra- 
tion 1940. 10 years diversified experience—office 
management, bookkeeping, administration, credit 
and collections in both wholesale and retail 
field. Organized and operated own wholesale 
paper and twine business doing $200,000 per 
year, now being sold. Available immediately. 
A-1 references. Seek challenging opportunity. 
Box N-3, Credit and Financial Management. 
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36th Annual 
Conference Held 


At Syracuse 


Syracuse: The 36th annual Tri-State 
conference of District Two, comprising 
New York and New Jersey, took place 
at the Hotel Syracuse October 18, 19 and 
20. This and the annual Spring planning 
meeting constitute the two highlights of 
the District Two year. 

As is the custom with almost all dis- 
trict meetings the evening of the first day, 
October 18, was devoted to registration 
and a get-together party. 

On the morning of October 19 the dele- 
gates were welcomed by Mayor Thomas 
J. Corcoran of Syracuse and by E. M. 
Farmer, president of the Syracuse Cham- 
ber of Commerce. Following the wel- 
comes the delegates heard addresses by 
Edwin George, head economist for Dun 
& Bradstreet, Inc., and Clark King, ex- 
ecutive vice-president and treasurer, Al- 
leghany Ludlum Steel Corp. The lunch- 
eon speaker was The Rev. Charles C. 
Noble, dean of Hendricks Chapel, Syra- 
cuse University. 

The afternoon of October 19 was given 
over to group meetings. At the evening 
banquet Dr. Allen A. Stockdale, of the 
National Association of Manufacturers, 
was the speaker. 

Saturday morning started with a 
breakfast in the grand ballroom of the 
Hotel Syracuse. Bruce Thomas, foreign 
correspondent, was the speaker. The con- 
ference came to an end with the pres- 
entation of the findings of the resolutions 
committee. The resolutions will appear in 
a forthcoming issue of this publication. 


Back to School 
Movement Starts 
For Credit Men 


New York: Registration August 27 
and a rally at the Statler Hotel Septem- 
ber 6 opened the fall term of the New 
York Institute of Credit. Forum meet- 
ings are planned for October 24, Decem- 
ber 6, January 30 and March 26, and the 
33rd annual commencement banquet is set 
for May 29, also at the Statler. 

Subjects offered by the Institute this 
year are Credits, Collections and Finan- 
cial Statement Analysis; Advanced 
Credit Problems and Statement Analysis ; 
Business Law; Accounting; Business 
English; Public Speaking; Economics; 
Marketing and Merchandising; Business 
Finance and Business Insolvencies. 

Included in the faculty are two Asso- 
ciation members—John H. Vogel, Mein- 
hard, Greeff & Co., Inc., who is also an 
instructor at the Graduate School at 
Dartmouth, and Peter J. Cuddy, Manu- 
facturers Trust Co. The remaining fac- 
ulty members are recruited from New 
York University. 


Credit Men From 
Prairie States 
Meet at Lincoln 


Lincoln, Neb.: The Cornhusker Hote} 
was the headquarters for the annual Tr 
State conference held October 17, 18 and 
19. H. H. Baeke, Lincoln Drug Co., was 
general chairman of the conference. 

Four nationally known speakers pa- 
peared on the program: Victor C. Egger- 
ding, Gaylord Container Corp., St. Louis, 
vice-president for the central division, 
spoke on the new challenge to credit man- 
agement; executive vice-president Henry 
H. Heimann took the cost of inflation as 
his topic; “Some Current Economic 
Trends” was the subject of a talk by 
William A. Irwin, economist to the Amer- 
ican Bankers Association, New York, and 
the Hon. O. K. Armstrong, congressman 
from Missouri, spoke on international de- 
velopments of the day. 

Thirteen individual credit group meet- 
ings were held on Thursday afternoon, 
October 18. In addition there was a 
forum meeting, entertainment and dane- 
ing. 


Controllers Elect 
Meyer President 


New York: Charles Z. Meyer, comp- 
troller of The First ;National Bank of 
Chicago, was elected president of the 
Controllers Institute at that organiza- 
tion’s 20th Annual Meeting at the Wal- 
dorf-Astoria, October 1. Mr. Meyer 
succeeds Vincent C. Ross, vice-president 
and treasurer of Prentice-Hall, Inc., New 
York, who was elected chairman of the 
board. 

The new president, who also becomes 
a trustee of Controllership Foundation, 
Inc., has been active in the Institute since 
1938, and was president of its Chicago 
Control for 1949-50. He was named a 
national director a year ago. 

Four new regional vice-presidents were 
chosen for the coming year: Allen Lester 
Fowler, manager, Investigations and Re- 
ports Department, Day & Zimmermann, 
Philadelphia; Frank Klein, vice-presi- 
dent, Worthington Pump & Machinery 
Corporation, Harrison, N.J.; Paul E. 
Shroads, assistant treasurer and comp- 
troller, National Steel Corporation, Pitts- 
burgh; Ralph H. Smith, controller, Cleve- 
land Electric Illuminating Company. 
Cleveland, Ohio. 


Minneapolis Ex-President 
Dies at his Office Desk 


Minneapolis: Arthur H. Quay, presi- 
dent of the First National Bank, died at 
his desk of a heart attack late in Septem- 
ber. Mr. Quay started in the credit de- 
partment of his bank 33 years ago and 
was elected president only recently. 

He was a valued member of the Min- 
neapolis Association of Credit Men which 
he had served in almost every capacity in- 
cluding the presidency. 
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Wisconsin Credit 
Men Hold Annual 
State Conference 


Appleton, Wis.: On Tuesday, October 16, 
the credit executives of the Wisconsin- 
Upper Michigan district met at the Elks 
Club for their thirty-fourth annual credit 
and business conference. Representatives 
were present from all four associations in 
the district. 

After a coffee and doughnut hour the 
delegates came to order at 10 a.m. and 
were welcomed to the conference by W. 
A. Close, assistant manager of the H. C. 
Prange Co. The first speaker of the 
morning session was Gordon A. Bubolz, 
president of Home Mutuals, Appleton, 
and a member of the Wisconsin Senate, 
whose topic was “Looking Ahead at Gov- 
ernment.” He was followed by Richard S. 
Falk, assistant to the president, Falk Cor- 
poration, Milwaukee; he spoke on the 
credit men’s citizenship responsibility. 

The afternoon program opened with a 
talk on management philosophy for credit 
operations by Leo E. Croy, vice-president 
and director of the Marathon Corpora- 
tion, Menasha, Wis, National vice-presi- 
dent Victor C. Eggerding, Gaylord Con- 
tainer Co., St. Louis, gave a report from 
the National Association of Credit Men 
and Dr. Arthur R. Upgren rounded out 
the afternoon with a discussion of the out- 
look for business. Dr. Upgren is pro- 
fessor of economics at the University of 
Minnesota, associate editor of the Minne- 
apolis Star and Tribune and a member of 
the faculty of the Graduate School of 
Credit and Financial Management. 

The all-day meeting came to a close 
with a banquet in the evening at the 
Elks Club. Henry H. Heimann, executive 
vice-president of the NACM, spoke on 
“What Happened to the Value of Our 
Dollar?” 


Miami Association 
Moves to New Offices; 
With Double Facilities 


MIAMI: The new address of the Mi- 
ami Association of Credit Management, 
Inc., is 3375 S. W. Third Avenue, P. O. 
Box 176, Shenandoah Station, Miami 45, 
Florida. The phone number remains the 
same .. . 9-5641. 

The new office is located in what is 
known as the “5 points”, Coral Way and 
12th Avenue, which is away from the 
downtown congested area and will be more 
convenient to members as ample parking 
space is available. The new location pro- 
vides the Association with almost double 
its previous office space giving room for 
group meetings and credit discussion. The 
space assigned to the Collection Depart- 
ment also has been increased so that it 
will be possible to hold creditors’ meetings 
in this section. 

V. L. Wright, Executive Manager, re- 
ports that the reaction to these enlarged 
quarters has been quite enthusiastic. 


N. E. Conference 
Will Feature 


Fine Speakers 


Providence: Plans are rapidly being 
completed for the New England Confer- 
ence to be held here November 28. 

A get-together party is planned for the 
previous evening, November 27. 

Speakers on the all-day program will 
include Lorne D. Duncan, National Dis- 
tillers Products Corp., NACM president, 
and Henry H. Heimann, executive vice- 
president. Other speakers listed are 
George R. Glendining, president and edi- 
tor of Banker & Tradesman, who will 
talk on “Credits and Controls”; Frank 
V. Barrett, credit manager of Masback, 
Inc., New York, whose topic will be 
“Educating Dealers to Use Their Banks 
for Financial Assistance,” and William 
H. Gove, sales development manager of 
the Minnesota Mining & Manufacturing 
Co., who has chosen the subject “Coor- 
dinating the Relationship between Sales 
and Credit.” 


E. O. Kallman Speaks 
At Joint Meeting of 


Connecticut “C" Men 


NEW HAVEN: The joint meeting of 
the Connecticut Associations of Credit 
Men was held on September 19th at the 
Waverly Inn, Cheshire, Conn. E.O. Kall- 
man, Credit Manager for the Wheeling 
Corrugating Company, Wheeling, West 
Virginia, and an instructor of Accounting 
at Pace College, New York, was the 
speaker at the dinner. E. William Lane, 
Treasurer of the American Screw Com- 
pany, Willimantic, Conn., and Vice Presi- 
dent of the National Association of Credit 
Men representing the Eastern Division 
was the guest at this joint meeting. John 
R. Heery, United Illuminating Company, 
New Haven, Conn., and a National Di- 
rector was also a guest. 


E. A. Luther Named 
New Treasurer by 
Chicago Association 


CHICAGO: E. A. Luther of the Na- 
tional Surety Corporation and the Nation- 
al Surety Marine Insurance Corporation 
has been elected Treasurer of the Chicago 
Association of Credit Men to fill the un- 
expired term of the late W. C. Bruhm, 
Assistant Cashier in charge of the Credit 
Department of the First National Bank 
of Chicago. Mr. Luther was a former 
resident of St. Louis where he served 
for six years on the Board of Directors 
of the St. Louis Association and for one 
year was President of the St. Louis As- 
sociation. He came to Chicago in 1950 
when he was transferred by the National 
Surety Corporation from the St. Louis 
office to Chicago and was made Vice 
President in charge of the Western De- 
partment. 
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More Than 300 
Delegates Attend 
N. W. Conference 


Tacoma: More than three hundred 
credit executives from all parts of the 
Pacific Northwest were on hand when 
the 30th annual Northwest conference 
opened at the Hotel Winthrop Thursday, 
September 27. 

The first session opened at 1:15 on the 
afternoon of September 27 with com- 
munity singing. At 1:30 the meeting was 
called to order and Mayor John Ander- 
son and President A. J. Zatkovich, of the 
Tacoma Association, welcomed the dele- 
gates to the conference. E. G. Hallwyler, 
assistant cashier of the U. S. National 
Bank, Portland, responded for the visi- 
tors. 

The keynote address was delivered by 
Past National President E. L. Blaine, 
Jr., Peoples National Bank of Washing- 
ton, Seattle. His subject was “Freedom.” 

The rest of the afternoon was devoted 
to a tax forum. Paul F. Benton was mod- 
erator and the panel consisted of L. R. 
McCamant, CPA, Busch & Webb, and 
Attorney John Reha, In the evening all 
delegates and their wives were invited to 
a smorgasbord and jamboree at the Top 
of the Ocean. 

Friday morning’s program opened at 
the crack of dawn with a past and pres- 
ent presidents’ breakfast at 7 a.m. and a 
credit women’s breakfast at 7:15. At 8:30 
thirteen trade group discussions opened 
which continued throughout the morning. 
At noon all met for luncheon at which 
Carl F. Miller, president of Carl F. Miller 
& Co., spoke on “Credit Fantasy.” 

Dr. Win W. Bird, of the University of 
Washington gave an address entitled “Is 
our credit good?” The conference came to 
a close with a banquet and address by 
Henry H. Heimann, executive vice-presi- 
dent, NACM, on the cost of inflation. 


Mercantile Agency 
Service Analyzed 
At Philadelphia 


Philadelphia: The October 9 dinner 
meeting of the Credit Men’s Association 
of Eastern Pennsylvania took the form 
of a panel discussion on mercantile 
agency service. Members of the panel 
were: Elmer J. Agnew, Campbell Soup 
Co.; Frank A. Gaffney, Lyon Furniture 
Mercantile Agency; E. J. Kohlschreiber, 
Shoe & Leather Mercantile Agency; H. 
Lowell Munroe, SKF Industries, Inc., 
and F. Scott Wolfe, Dun & Bradstreet, 
Inc. The moderator was D. Rice Long- 
aker, Land Title Bank & Trust Co. 


Bond Expert Talks on 
Crooks at Pittsburgh 


Pittsburgh: “Fashions in dishonesty” 
wes the theme of a talk given at the Oc- 
tober 2 Credo meeting of the Credit As- 
sociation of Western Pennsylvania. The 
speaker was George F. Avery, manager, 
United States Fidelity & Guaranty Co. 
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News from the 


CREDIT WOMEN’S GROUPS 


Now We Are Fifty! 


Jacksonville: The fiftieth credit wom- 
en’s group has been organized in Jack- 
sonville, Florida. Thus the credit women 
pass a significant milestone in their prog- 
ress. 

The officers of the new group are Miss 
Iris Brown, McKesson & Robbins, Inc., 
president; Mrs. Alma Raines, General 
Electric Corp., vice-president; Mrs. Cla- 
rice Umsted, Florida Motor Service, 
treasurer, and Miss Vickie Carraway, 
Jacksonville Association of Credit Men, 
secretary. 

s 

Chicago: The Credit Women’s Club of 
Chicago celebrated its 25th Anniversary 
with dinner at the Tally-Ho Room, Sher- 
aton Hotel, Tuesday, October 9th. Invi- 
tations were extended to all members of 
the Chicago Association of Credit Men, 
with which the credit women’s club is 
affiliated, and the presidents of all busi- 
ness and professional clubs in Chicago. 

Mr. J. F. O’Keefe, the founder of the 
club; Mr. D. A. Grant, president of the 
Chicago Association of Credit Men; Miss 
Loretta M. Fischer of Milwaukee, chair- 
man of the national. credit women’s ex- 
ecutive committee of the National Asso- 
ciation of Credit Men; Mr. James S. 
Cox, executive manager of the Chicago 
Association of Credit Men, were among 
those who extended special greetings,. 

Mrs. Ruth McKay, of the Chicago 
Tribune, author of the “White Collar 
Girl,” was the featured speaker. 

“Highlights of Twenty-Five Years” 
were told by Miss Frances E. Sauer, a 
past president of the Club. 

The Credit Women’s Club of Chicago 
has grown to 152 members. It is the out- 
growth of a class in Credits & Collec- 
tions held in the Central Y.M.C.A. Col- 
lege of Commerce in 1926. 


* 

Toledo: The Toledo Credit Women’s 
Group held an interesting meeting Octo- 
ber 2, of which the feature was a panel 
discussion on “Credit Problems on the 
Basis of Credit, Management and Sales.” 
In addition, it was “Bosses’ Night” and 
all members of the Toledo Credit Men’s 
Association were invited, 

Officers for the coming year are Mrs. 
Dortha Betts, president; Mrs. Amelia 
Britz, vice-president; Mrs. Betty Hubert, 
treasurer, and Mrs. Doris Fauble, sec- 
retary. 


° 

Los Angeles: The Los Angeles Credit 
Women’s Club held its first meeting of 
the new Club year on September 10th, at 
the Los Angeles Athletic Club. Elmo 
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Trimble, president, and Lee Fortner, as- 
sistant manager, of Los Angeles Credit 
Managers’ Association, were the speakers 
of the evening, giving interesting 
addresses on Association procedures. 

@ 

San Francisco: Wednesday, Septem- 
ber 19, was “Know Your Association” 
night for the San Francisco Credit Wo- 
men’s Group. Otis Walker, executive 
manager-secretary of the Credit Mana- 
gers’ Association of Northern and Cen- 
tral California, was the featured speaker. 


e 

Pittsburgh : The Credit Women’s Group 
resumed its meetings September 26. As- 
sociation services were described to the 
group by J. H. Donovan, Jones & Laugh- 
lin Steel Corp., and T. D. Sheriff, Ham- 
burg Bros., two members of the Credit 
Association of Western Pennsylvania’s 
board of directors, and by D. R. Mere- 
dith and J. E. Lacey of the Association 
staff. 

e 

Minneapolis: New officers Betty Knapp, 
President, and Ruth Kincaid, Vice Presi- 
dent, have big things in store for the 
Minneapolis Wholesale Credit Women 
this season. The well-attended September 
meeting went right into action. A clever 
questionnaire had been put at each mem- 
ber’s place, asking just what she would 
like in the way of programs this year. 
Plenty space was provided for answers 
and suggestions. Their idea is to keep 
the attendance at record level by giving 
members just what they want. 

Georgie Anderson, Education Chair- 
man, outlined the choice classes being 
offered this year—the new addition being 
“Taxes and Insurance.” This significant 
subject should keep even the old-timers 
coming to school. 

For the twelfth consecutive year, the 
program committee had invited Brace 
Bennitt, Executive Secretary of the Min- 
neapolis Association of Credit Men, as 
guest speaker for the opening meeting. 
For the twelfth consecutive year, he gave 
a talk that left listeners hoping he will 
repeat his visits for at least twelve more 
years. 


CORRECTION! 
NOW WE ARE FIFTY-ONE 


A new Credit Women’s Group has 
just been organized in Wheeling, West 
Virginia making 51 Credit Women’s 
Groups. The President of this new 
group is Miss Agnes Moran, Creasey 
Company of Wheeling. 


St. Louis: Recognizing the need for 
more complete co-operation from tie 
Credit Women’s Club, the St. Louis As- 
sociation of Credit Men have provided 
a real opportunity in the new plan in 
which they have placed a woman mem- 
ber on each committee in the Association. 
The women members are pleased to have 
the opportunity this new idea represen‘s 
and will do their best to assist in any 
way. 


° 
Syracuse, New York: The Women’s 
Group of the Syracuse Association of 
Credit Men began their fall schedule with 
a dinner meeting at the home of M. Arline 
Ryan. Miss Doris Pursey, recently elected 
for a second term, presided over the meet- 


ing. 


« 

Newark: All ladies in the credit and 
collection departments of member firms 
were invited to a cocktail party and din- 
ner meeting of the New Jersey Credit 
Women’s Group October 16. The film 
“Man’s Confidence in Man” was shown 
after dinner. 

e 

Boston: On Thursday evening, Octo- 
ber 4, the Credit Women’s Group of 
Boston started their Fall meeting with 
a dinner at the Pioneer Hotel. 

Mrs. William Stanwood of the Society 
of Arts and Crafts was the guest speaker. 
This Society is a cooperative of crafts- 
men from all over the United States and 
also from abroad. They exhibit and sel! 
some of the best of contemporary craft 
work. The display shown by Mrs. Stan- 
wood. included silver, jewelry, pottery, 
leather, weaving, etc. 


° 

Kansas City: The Kansas City Credit 
Women opened their season September 
12 with a dinner meeting. J. H. Ham, 
executive secretary of the Kansas City 
Wholesale Credit Association, introduced 
the principal speaker, the Association 
president, O. D. Cunningham, credit 
manager of the General Electric Supply 
Co. He spoke on the qualification of a 
credit manager. 

The guest speaker at the October meet- 
ing was Mrs. Helen Tait, interior deco- 
rator, who spoke on home decorating. 


a 

Oakland: The Credit Women’s Group 
of Oakland met with the Board of Direc- 
tors of the Wholesalers Credit Associa- 
tion of Oakland on September 17 at the 
Hotel Leamington, the occasion being the 
annual “Know Your Association Night.” 
Reports from the standing committees of 
the Credit Women were heard. Mr. Ken 
Bugbee, Secretary-Manager of the Oak- 
land Wholesalers, acquainted us with the 
operation of his staff, introducing each 
of its members. Featured speaker was 
George A. Gitchell, vice president of 
Pacific Telephone and Telegraph Com- 
pany and 1951 president of the Whole- 
salers Association. 


e 
Binghamton: Robert A. Saxon, sales 
representative for the Western New 
York Container Corp., addressed the 
Triple Cities Association of Credit Men 
and the Triple Cities Credit Women’s 
group at a joint meeting October 17. 
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Food Credit Men 
Issue Report on 


1950 Conditions 


A recent survey of members of the 
National Food Manufacturers’ Credit Di- 
vision of the National Association of 
Credit Men indicates that members were 
involved in 9.5% less insolvencies in 1950 
compared with 1949. 

Members reported an average of .17% 
gross bad debt claims to customer gross 
sales in 1950. The gross amount of bad 
debt claims is the total of the balances 
from customers who have gone ito 
bankruptcy, or other doubtful accounts. 
This is before any part of the claims 
have been charged off as uncollectable 
bad debt losses. 

The percentage of net bad debt losses 
to customer gross sales in 1950 was re- 
ported as .12%. The net bad debt loss is 
the sum of claims charged off less divi- 
dends received on accounts charged off 
during 1950 and previous years. The 
percentage is arrived at by dividing gross 
sales into the net bad debt loss figures. 


Shreveport Banker Is 
New Robert Morris 
Associates President 


HE annual meeting of the Robert 

Morris Associates, the national as- 

sociation of bank credit men and 
lending officers, elected B. F. Barnett, 
president, Commercial National Bank, 
Shreveport, Louisiana, to head the organ- 
ization for the coming year. The meet- 
ing was held in the Central Office of the 
Associates, 1417 Sansom Street, Phila- 
delphia. The Robert Morris Associates 
has a membership of nearly 700 banks, 
2000 individuals, and 21 chapters all over 
the United States, Canada, Alaska and 
Hawaii. 

To assist Mr. Barnett in running the 
affairs of the organization this coming 
year, the Associates also elected E. Law- 
rence Worstall, vice president, The Phil- 
adelphia National Bank, Philadelphia, 
Pennsylvania, as first vice president, and 
T. W. Johnson, vice president, Security- 
First National Bank, Los Angeles, Cali- 
fornia, as second vice president. 

Fred C. Whitte, vice president, The 
Chase National Bank, New York, the 
outgoing president, presided at the Fall 
_ Conference of the Associates at The Wal- 
dorf-Astoria, New York, on October 7-10 
and inducted the new regime into office 
at that time. 


New Secretary Is 
Appointed at Wheeling 


Wheeling: Robert L. Hamm has been 
appointed secretary-manager of the 
Wheeling Association of Credit Men. 
He succeeds C. E. Smith. 

Mr. Hamm is a graduate of the Uni- 
versity of West Virginia. He was for- 
merly connected with the Retail Credit 
Company. 


C. H. Sondhaus Retires 





C. H. Sondhaus 


San Francisco: Charles H. Sondhaus, 
who advanced through credit manage- 
ment to become assistant manager of the 
National Lead Company’s Pacific Coast 
Branch, retired after 34 years with that 
organization. 

During his service with the company 
he had been auditor, controller, director 
of industrial relations and assistant man- 
ager since January, 1949, 

Mr. Sondhaus has been a very active 
member of the Credit Managers Asso- 
ciation of Northern Central California. 
He has been a director since 1936 and 
was president in 1941-42. 


Dinner Honors 


William Fraser 
In New York 


New York: William Fraser, retired 
treasurer of J. P. Stevens & Co., Inc., 
and a past national president, was the 
guest of honor at a dinner held at the 
Hotel Astor October 23. The dinner was 
sponsored by the Textile Square Club 
in aid of its camp fund, an activity with 
which Mr. Fraser has been long asso- 
ciated. 

An honorary committee of one hundred 
leading figures in the textile, apparel, 
banking and kindred fields was appointed 
for the dinner. 

Tribute was paid the honored guest by 
J. P. Stevens, Jr., president, and Robert 
T. Stevens, board chairman, of his com- 
pany. Other speakers included executive 
vice-president Henry H. Heimann of the 
National Association of Credit Men; A. 
D. Whiteside, president of Dun & Brad- 
street, Inc.; Morris W. Haft, retired 
manufacturer; Lewis A. Hird, Samuel 
Hird & Sons, Inc.; Walter Ross, J. 
Rosenholz, Inc., president of the Textile 
Distributors Institute; Harold H. Helm, 
president of the Chemical Bank & Trust 
Co., and Harry Riemer, editor of the 
Daily News Record. 

Though he has retired as treasurer of 
J. P. Stevens & Co., Inc, Mr. Fraser 
continues to serve the company as a mem- 
ber of the board of directors. 


EF rederick H. Schrop to Retire 





Frederick H. Schrop 


director of the National Association 

of Credit Men, will retire December 
31. In doing so he will bring to an end 
forty years of Association work, local 
and National. 

He was one of the original organizers 
and a charter member of the South Bend 
Association of Credit Men in 1911. He 
served that Association in various capaci- 
ties and was elected president in 1930. 
He served as president until 1933. 


F iret of H. Schrop, convention 
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While treasurer of the Colin B. Ken- 
nedy Corporation he was elected national 
director during the Detroit convention in 
1932. That same year he was elected 
chairman of the National membership 
committee. 

Mr. Schrop (the “H” incidentally 
stands for Hoffman) joined the National 
staff on July 15, 1936. He handled the 
development fund project in New York 
and Chicago for a year or so in 1937- 
38 and was loaned to the Chicago Asso- 
ciation in 1940 as acting secretary while 
a permanent secretary was being sought. 

He began convention work in 1936, 
handling the industry groups at the Rich- 
mond convention. In 1939, the year of 
the Grand Rapids convention, he as- 
sumed full charge as convention director 
and continued as director of succeeding 
conventions until this year. 


Piedmont Association 
Officers Are Re-elected 


Charlotte: The Piedmont Association 
of Credit Men, which covers North and 
South Carolina, has announced the re- 
election of its officers for another year. 
They are L. J. Williams, Southern Bear- 
ings & Parts Co., president; S. E. Cal- 
lahan, Westinghouse Electric Supply Co., 
vice-president, and J. W. Thomas, Jr., 
Mill-Power Supply Co., treasurer. 
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Credit Research 
Trustees Meet 
In New York 


New York: The trustees of the Credit 
Research Foundation, Inc., held their 
semi-annual meeting on Monday, October 
15. President Paul W. Miller, the Marl- 
borough Company, past NACM president, 
occupied the chair. 

The main purpose of the meeting was a 
reorganization of the administrative struc- 
ture made necessary by the resignation 
of David A. Weir, executive vice-presi- 
dent, and the recall to active duty of 
Lt. Col. Marvin D. Thorn, associate di- 
rector of research. 

At the conclusion of the meeting it was 
announced that Henry H. Heimann had 
been elected executive vice-president of 
the Foundation. Carl D. Smith was ap- 
pointed to the new post of managing di- 
rector and E. B. Moran has been placed 
in charge of sales and promotion. 


Alabama Credit Men 
Put Up Brave Fight 


For Par Clearance 
Te Alabama Association of Credit 


Executives made a strong effort in 

the state’s legislature to obtain a 
par clearance law which would require 
all banks in the State of Alabama to pay 
checks at par. The effort failed, however, 
when the bills were bottled up in com- 
mittees owing to the influence of small 
banks which have followed the practice 
of making a minimum charge of 10¢ per 
check, the charge ranging up to $1.25 per 
$1,000. 

The effort to obtain this law in Ala- 
bama was sponsored by the Alabama As- 
sociation whose efforts were directed by 
W. C. Darby, Secretary-Manager. The 
Wholesale Grocers Association of Ala- 
bama under the leadership of Milton R. 
Durrett also joined in this legislative 
activity. 

The drive for par clearance of checks 
in Alabama started back in 1937. In the 
interim between that date and 1949 some 
thirty banks in the state came to a par 
basis. There are now 128 par banks in 
the state and 96 non par banks. 

Although an appeal was made to 22 
trade associations in the state to join in 
supporting the bill introduced by the 
credit men only four actually did come 
in finally in this effort. 

The bill was introduced before the 
Committee on Revision of Laws where it 
received a favorable vote but after a 
hearing before the House Committee the 
bill was reported without recommenda- 
tion. A companion bill introduced in the 
Senate did not fare even so well and 
the measure was pigeon-holed after a 
lengthy hearing. 

It developed during the effort to enact 
the par clearance payment bill in Ala- 
bama that the larger banks in the state 
serve as clearing house agents for the 
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royal order of 


by Cecil D. Penn, Keeper of the Zoo 


Los Angeles: Our Grand Exalted Su- 
perzeb William Gaster came home from 
the annual Zebra Roundup at Boston all 
full of pep and enthusiasm and things are 
beginning to happen. 

At the first and second meetings of the 
officers of the Los Angeles Herd particu- 
lar stress was laid on Zebra attendance at 
the various functions of the Association, 
membership, and publicity. 

Details were worked out whereby, with- 
out too much effort on the part of any one 
individual, every Zebra in the Herd will 
get a working over during the year, and 
especially those who are inclined to lag 
behind and let the other fellow do it, and 
be made to realize their responsibilities 
and duties as good Zebras. 

Membership was a topic of great con- 
cern and. a concerted drive is on for Asso- 
ciation members with every Zebra par- 
ticipating. 

A membership drive contest was 
planned with the Herd being divided into 
ten terms, each team headed by a captain 
and a co-captain who are in turn respon- 
sible to the Zebra officers. 

Groundwork for the drive was laid out 
and a summer outing was planned for 
the Herd, with a big barbecue dinner at 
which time the final touches would be 
given to the program. 

The outing was held on August 3 at the 
Valley Country Club located in a secluded 
ravine surrounded by great live oak trees: 
an ideal spot for the occasion. 


Pittsburgh: At the 17th annual round- 
up, held by the Pittsburgh Herd, a 
roundup incidentally that was attended 
by fifty members, the following officers 
were elected: R. S. Thompson, Houston- 
Starr Co., Exalted Superzeb; H. J. Yost, 
Yost Produce Co., Most Noble Zeb; A. 
G. Keller, Mellon National Bank & Trust 
Co., Royal Striper; M. G. Shevchik, EI- 
liott Co., THPB; W. A. Haney, Anchor 
Sanitary Co., Keeper of Zoo, and F. J. 
Hohman, Credit Association of W. 
Penna., Zebratary. Installation of the 
new officers was conducted by Grand 
Counselor Tom Sheriff, assisted by East- 
ern Ranger John McCune. 

An outstanding part of the program 
was the introduction of eleven past Ex- 
alted Superzebs including Dick Fried 
who served in 1936 and Walt Michel who 
was elected in 1949. 





small banks and thus carry considerable 
sums on deposit by the small banks. None 
of the larger banks seemed willing to 
turn a hand to help the credit men and 
business associations in their effort to 
change the “check-clipping” practice 
which has been a source of expense and 
bother to business houses not only in 
Alabama but in other states as well. 


More Than 300 
Southwest Credit 
People at Dallas 


Dallas: 305 delegates and wives from 
seven states were on hand at the Adophus 
Hotel Thursday, September 20, for the 
opening of the Southwest Credit Confer- 
ence. The Dallas Wholesale Credit Man- 
agers’ Association was host to the visi- 
tors. 

The delegates spent the first day reg- 
istering and getting together at a cocktail 
party. The secretary managers held their 
annual conference during the afternoon 

The program proper opened Friday 
morning with an address of welcome by 
Tyler T. Harrison, Mosher Steel Co., 
Dallas, president; C. C. Heitmann, Ar- 
mour and Company, Fort Worth, past 
national director, responded for the visi- 
tors. 

National President Lorne D. Duncan, 
National Distillers Products Corp., led 
off the speaking program. He was fol- 
lowed by executive manager Henry H 
Heimann. Ben Wooten, president of the 
First National Bank in Dallas, was the 
concluding speaker of the session. 

At midday the delegates met for lunch- 
eon at which they heard a talk by Louie 
Throgmorton, vice-president of the Re- 
public National Life Insurance Company, 
on “Ideas, Ideals vs. Deals.” At the same 
time the ladies were entertained with a 
iuncheon and ice show. In the afternoon 
nine group meetings were held and in 
the evening all joined in a dinner-dance. 

Saturday morning’s program consisted 
of talks by national director W. L. 
Holmes, Schlumberger Well Surveying 
Corp., Houston, Dr. George C. Baker, 
Jr., chaplain of Southern Methodist Uni- 
versity, and national vice-president V. C. 
Eggerding, Gaylord Container Corp., St. 
Louis, Mo. The conference adjourned at 
noon. 


Des Moines Credit Men 
Hear Talk on Russia 


Des Moines: Boris Alexander was 
the speaker at the September 20th meeting 
of the Central Iowa Unit. Mr. Alexander 
was born and educated in Russia. His 
subject was “Tain’t Bad To Be Lazy.” 

Two courses in credit education will be 
started early in October—one on business 
law will be taught by John H. Neiman 
and the other on financial statement analy- 
sis will be taught by Irwin Abram of 
Central National Bank. Those taking the 
latter course were asked to show some 
accounting experience in order that they 
could qualify for the lessons prepared 
for the course. 


Banker’s Night at Hartford 

Hartford: October 17 was Bankers’ 
Night for the Hartford Association of 
Credit Men. John Woodard, senior vice- 
president, Phoenix State Bank & Trust 
Co., spoke on “Current Credit Condi- 
tions.” 
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Illinois Credit 
Conference Draws 
Many to Chicago 


Chicago: The [Illinois Regional 
Credit Conference conducted by The 
Chicago Association of Credit Men 
with the co-operation of The Grand 
Rapids Association of Credit Men 
and all Illinois NACM affiliates was 
held Wednesday, October 24, at the 
Morrison Hotel in Chicago. 

The official welcome of CACM 
was given by D. A. Grant, Socony- 
Vacuum Oil Company, Inc., presi- 
dent of the Association and the 
NACM welcome by A. L. Jones, 
Armour and Company, national di- 
rector of NACM. Presiding was J. 
[. Stang, Foote Bros. Gear and Ma- 
chine Corporation, chairman of the 
Illinois Regional Credit Conference 
Committee. 

Three speakers on the morning 
program were: Ben W. Heineman, 
attorney and counselor, “Something 
to Think About” ; Randall H. Coop- 
er, president of the State Street 
Council of Chicago, “What of Re- 
tail Business in the Months 
Ahead ?”’; and Robert A. Podesta, 
Cruttenden and Company, “The In- 
vestment Market’’. 

At the noon luncheon, W. J. Giel- 
en, Hilton Hotels Corporation, first 
vice president of CACM presided 
and the speaker was Edward Mc- 
Faul, humorist and lecturer, “So 
You Think You’re Slipping”. 

The afternoon program was de- 
voted to a panel discussion on the 
subject, “What We Expect”, with 
E. B. Moran, assistant executive 
manager of NACM, as moderator. 

Speakers and their subjects were 
Ek. C. Corwin, treasurer, John Wid- 
dicomb Company, Grand Rapids, 
“In the Furniture and Allied Lines” ; 
Karla Howe Jack, president, Great 
Lakes Paint and Varnish Company, 
“In the Paint, Chemical and Allied 
Lines”; Leslie Kidwell, president, 
General Steel Warehouse Company, 
[nc., “In the Steel Warehousing 
and Allied Lines”; Clay E. Steele, 
secretary and treasurer, Hart 
Schaffner and Marx, “In the Tex- 
tile Trade and Allied Lines” ; Lester 
W. Stolte, vice president and treas- 
urer, Fairbanks, Morse and Com- 
pany, “In the Electrical and Allied 
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Lines’. Summary and comment 
were given by L, T. Hadley, credit 
manager, Goodman Manufacturing 
Company. 

In the evening the annual Fall 
dinner of the Chicago Association 
of Credit Men was held in the Mor- 
rison Hotel. The guest speaker was 
U.S. Senator William E. Jenner of 
Indiana. His subject was “What of 
Washington and the Country?” 


NEXT MONTH! 


Two articles on the place 


of the jobber in modern 


business. 


The Road Ahead 


(Continued from page 7) 


two separate and distinct schools of 
thought and I’m inclined to believe 
that from the standpoint of prac- 
tical politics an official valuation 
would never materialize except as a 
last resort. I do, however, feel that 
the people as a whole should know 
what has happened, is taking place 
now, and what can happen in the 
future and that those in authority 
who are qualified to discuss this 
problem do so openly and honestly. 
Sound money means sound insur- 
ance policies, sound savings accounts 
and sound pensions that will give 
the security intended and, of course. 
a sound credit structure. 


Canadian—U. S. money 


It is of more than passing sig- 
nificance that as of October 1, 1950, 
Canada placed its dollar on a par 
with the United States dollar. Re- 
member, Canada is an exporting 
country and has had to trade with 
many countries whose currencies 
have been revalued and at times 
has been under a handieap in meet- 
ing competition throughout the 
world. 

Then why the raising of the value 
of the Canadian Dollar? The ques- 
tion might be answered in several 
ways: First, the heavy influx of 


United States funds in investments 
in basic industries such as oil, coal 
and iron ore. The production of oil 
in the province of Alberta and iron 
ore in Labrador has been well re- 
ported. Secondly, the feeling that the 
heavy drain from war expenditures 
and our job of policing the world, 
plus an increasing public debt in 
the United States makes our dollar 
worth less and the Canadian dollar 
worth more. 


The credit asset 


Getting down to the level of the 
credit executive there is a state of 
mind and specious thinking indulged 
in by some who think that in an 
inflationary period losses are small 
and inconsequential. Credit hazards 
are definitely increased under pres- 
ent day conditions. The present 
stage of inflation through which we 
are now passing finds the consumer 
with fifty-cent dollars and inflated 
taxes. That is why you have in- 
ventory problems and an increasing 
number of slow paying accounts. 
The Comptroller of the Currency in 
his annual report released in August 
reminded the banks that whenever 
there is a substantial degree of in- 
flation, then credit hazards are defi- 
nitely increased. 

Credit executives as well as others 
assuming a managerial responsibility 
will find the road ahead an uncertain 
and difficult one to travel depending 
upon the duration and magnitude of 
the present war time conditions. 
There will be many credit problems 
brought about by the enactment of 
various controls and heavy taxes to 
be paid with shrinking dollars along 
with manpower shortages and, in 
particular, credit controls including 
restrictions on bank borrowings. 

The time to minimize inflation is 
now and I agree with Senator Harry 
F. Byrd of Virginia that the Federal 
budget could be reduced ten billion 
dollars by trimming the foreign 
hand-outs, subsidies and some of 
the abuses of the pension and insur- 
ance programs. The adoption of any 
new social services and spending 
schemes must wait until the present 
crisis has passed. Let us preserve 
what we have before we explore new 
fields. Senator Byrd has very well 
said that it is no time to reduce civil- 
ian expenditures at home and lavish 
financial hand-outs to civilian econ- 
omies abroad. 














Taxes 


The magnitude of inflation and 
the further depreciation of our cur- 
rency will be governed in a very 
large measure by the tax programs 
that are ultimately adopted. In brief, 
it means increases to every class of 
taxpayer. 

Mr. M. S. Szymezak, a Governor 
of the Federal Reserve Bank sum- 
marized this point very well in an 
address which he made before the 
School of Banking at the University 
of Wisconsin on August 28, 1950. 
Governor Szymezak said in part: 
“The corner stone of our anti-infla- 
tion program must be bold, fiscal 
measures including across-the-board 
increases in personal and corporate 
income tax rates, selective excise 
taxes and taxes on war profits and 
speculation. 

“Financing the expanded military 
budget cannot be limited to the taxa- 
tion of wealthy individuals and busi- 
ness enterprises if it is to be useful 
as an effective anti-inflationary meas- 
ure. It must be restricted spending, 
and most spending is done by the 
vast number of individuals and fam- 
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ilies with low and middle bracket 
incomes. In an emergency situation 
like the present, our tax changes 
must be designed primarily to meet 
the danger of inflation.” 

it is generally agreed by qualified 
monetary experts that increased tax- 
ation is only a partial solution to the 
financing of war expenditures and 
that borrowings will have to be re- 
sorted to either directly from the 
Federal Reserve Banks or through 
the issuance of war savings bonds. 
It is the opinion in several well in- 
formed quarters that direct borrow- 
ing from the Federal Reserve Banks 
at nominal rates of interest would 
avoid the issuance of additional mar- 
ketable securities which have made 
the handling of monetary policies by 
the government such a difficult task. 


Other types of inflation 

Thus far, I have discussed mainly 
one type of inflation—monetary in- 
flation. However, there are other 
types of inflation which must be 
reckoned with such as (a) scarcity 
inflation—due to an inadequate sup- 
ply of goods; (b) cost inflation— 


raw materials having lessened ijn 
price first, or wages being marked 
up ahead of general prices; (c) wage 
inflation ; (d) legal tender paper in- 
flation; (e) bank-credit inflaticn; 
and (f) taxation inflation. Severa! of 
these forms of inflation can be and 
are being controlled while other, as 
present conditions indicate, will be 
difficult to regulate. 

In some well informed quarter: it 
is the feeling that the government 
will avoid some of the mistakes and 
practices of World War II and miai- 
mize currency or money inflation, 
The President now has the power 
and is trying to regulate prices, 
wages and materials. The Federal 
Reserve Board has the job of regula- 
ting credit and has already exer- 
cised its power. How well these 
powers are ultimately utilized by 
those in authority will tell the final 
story of inflation, 

We are fast approaching another 
election and the administration of 
the defense program cannot help 
but be affected by political consid- 
erations. The next few months are 
critical ones. Defense can become a 
political football and the program 
scuttled to appease special groups. 
In brief, it may well be “politics 
first” instead of statesmanship. Do 
we, as a nation, have the moral sta- 
bility in this changing social struc- 
ture to see it through? I do not 
know the answer, but I leave it with 
you as something to think about and 
observe in the months ahead. 


What of the credit man? 

No two wars are alike and this 
prompts me to remind you that the 
present war or any extension of it 
is really going to hurt profits. With 
the already all time high peace time 
national debt and its inflationary im- 
plications, the Government must look 
to taxation to finance the cost of 
the war in a large measure. Higher 
taxes, particularly excise taxes for 
both the individual and business, 
mean less spending and, if you 
please, a form of tax inflation the 
results of which also raise prices of 
goods and services. 

The road ahead is not for “free 
wheeling” on the part of the credit 
executive. While we may have tem- 
porarily gone through a period of 
“easy credit” it is an appropriate 
time to review your credit files and 
bring them up to date. Any business 
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that follows a haphazard and poorly 
planned credit policy may be in for 
,sad and costly awakening. 

The need for sound thinking and 
the ability to adopt your credit pro- 
dures to sudden changes resulting 
irom the defense program and mon- 
etary policies is vital to your busi- 
ness and its future success. 

It is not enough to keep up to 
date On your customers’ financial 
sanding but you should broaden 
your outlook and know from day to 
day what is happening on the home 
front and what it means to business 
and the individual. With consumer 
credit at an all time high and should 
the war program be kept within the 
boundaries of Korea we could have 
a let-down in business. Despite all 
the scare buying and government 
controls enacted to date, there is still 
a tremendous inventory of goods on 
the shelves of our customers. The 
balance sheets of December 31, 1950 
were, I am sure, of particular inter- 
est to all of us as they pretain to the 
inventory position of our customers. 


A decline coming? 

I am inclined to agree with some 
of our leading economists that with 
the high consumer credit outstand- 
ing and the declining purchasing 
power of the individual, we have 
the ingredients for a business decline 
of substantial proportions, even with 
substantial defense spending. For 
that reason here are some thoughts 
for your consideration : 

From now on give close attention 
to the tax status of your risks, Re- 
member the “bite” Uncle Sam takes 
from here in will be big, and when I 
say “big” I mean “BIG.” 

Study the effects of controls and 
material scarcities on your various 
accounts. Remember you cannot do 
business with empty shelves. 

Don’t be misled into thinking that 
because wartime conditions exist 
borderline accounts can swing ex- 
tra large lines of credit. 

Regardless of conditions at the 
present time, keep your credit files 
up to date and review them at reg- 
ular predetermined intervals. 

Remember poor credit granting 
on your part, or by any substantial 
number of credit executives which 
make up this fine Association of 


ours, can and will make the inflation 


Picture worse. 
I am not unmindful that most of 
us who either manufacture or sell 


articles made of metals or other crit- 
ical materials are going to find our 
products restricted, but unless we 
have an all-out war and complete 
controls, we can still produce a tre- 
mendous quantity of automobiles, 
washing machines and appliances, 
including television sets which will 
have to be sold. This, of course, is 
all predicated upon the assumption 
that we do not have an all-out war. 
There is one thing you and | know 
and that is, when industry in this 
country really gets down to the job 
of producing it can turn out a tre- 
mendous production. Even with a 
50% cut-back there would still be 
3,300,000 cars available for distribu- 
tion. If the production is cut 50% 
on refrigerators that industry would 
still turn out 3,000,000 boxes and, 
that would be 50% more than they 
made in 1939. 


Watch inventories 

I would also like to make one 
more suggestion and that is, that in 
studying the inventories of your cus- 
tomers, determine as far as possible, 
if they have a balanced inventory. 
It is one thing to have an inventory 
of goods which may be in demand, 
but if a dealer has television sets that 
sell from $500 to $700 he is not go- 
ing to be in as good a trading pos- 
ition as the dealer who has most of 
his inventory in sets which sell for 
$200 to $250. 

Earlier I mentioned the social 
changes which have taken place dur- 
ing the past few years and the 


changing attitudes that are con- 
stantly before us and that is the one 
thought I would like to have you 
keep in mind, both as a citizen and 
as a credit executive. 

As I conclude, may I digress 
slightly from the basic theme of this 
paper to offer several suggestions 
which you, as citizens of this great 
Nation of ours, might adopt and if 
enough of us adopt and practice 
them they can be a tremendous in- 
strument for good in the future. 
First, we have some responsibility 
as citizens to see that the highest 
type of people are elected or ap- 
pointed to the position in our gov- 
ernment. This starts with the Fed- 
eral Government and goes down to 
the local level. The time has now ar- 
rived when no matter how well pre- 
pared our laws are, unless we have 
men and women of good moral prin- 
cipals to administer them, we shall 
not receive the kind of service that 
we are entitled to. 

My second thought that I want 
to leave with you is that after every 
war there has been a moral break- 
down. World War II is no excep- 
tion, There is something else in life 
beside making a dollar and you and 
I, as good citizens, have some re- 
sponsibility in recognizing spiritual 
values because if we can keep our 
government, our business, and our 
own daily lives on a high spiritual 
plane, we will do a great deal in pro- 
viding the moral courage needed to 
face the unusual times that are 
ahead. 


LET FREEDOM RING! 


(Continued from page 9) 


Thus they chose to move into the 
speedier method of the use of pub- 
lic funds, 

Admittedly, the motives of these 
people were probably good and 
charitable. But the method chosen 
was uncharitable because love was 
replaced by force. The spirit of 
charity was debased to “public wel- 
fare’ and the shift from personal 
responsibility to grants by the state 
was on. 


Christianity or politics? 

There is no Christianity in the 
concept that pressure groups, de- 
siring material benefits, have the 
right to use the power of the state 
to take property from some indi- 
viduals for the material gain of 
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those who have political power. 
That is plunder, and it is still plun- 
der even if Robin Hood declares 
that he is robbing the rich to help 
the poor. | 

It is strange that even many of 
our churchmen should trust neither 
themselves nor others to do the 
right and the good thing about the 
need of the world. They lack faith 
when churchmen iiemselves advo- 
cate these civil laws to take money 
away from people by force to give 
it to those who demand material 
benefit. This procedure may be a 
way to distribute money, but it is 
as far from being a spiritual ex- 
perience as anything in this world 
could be. 

I am confident that any close and 
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careful analysis of the social security 
and welfare legislation which has 
been enacted in recent years will 
clearly show that it is the direct 
result of pressure groups attempt- 
ing to obtain material benefits for 
themselves or of politicians desir- 
ing to cater to the voting power of 
such groups. By these acts, we are 
not taking care of our brothers on 
a voluntary basis as Christ preach- 
ed but our brothers are taking care 
of themselves out of our pockets 
through force. 


Above politics 


Much of what I have said refers 
to legislative action and so I might 
be accused of having a political bias. 
What I am concerned about goes 
far deeper than political parties. It 
is a trend in our individual out- 
looks on life and society. 

As I pointed out in my earlier 
remarks, this nation and its people 
have accomplished more than any 
other people in history. We have 
proved conclusively that the great- 
est progress can be accomplished 
where the degree of freedom is the 
greatest. 

When we set up our government- 
al structure we carefully restricted 
the power of the central government 
to the minimum and enacted just 
as few laws as possible. The slogan 
was “he who governs best governs 
least.”” Since the program has car- 
ried us so far beyond anything any- 
one else has accomplished, why 
should we not carry on and resist 
in every conceivable way the grow- 
ing amount of legislation which 
gives to the central government 
more and more power and takes 
from the individual more and more 
freedom? 


White-collar “union” 


Recently one of our national mag- 
azines carried an article advocating 
the creation of a huge white-collar 
organization to pressure for the 
benefit of the middle-class citizens. 
One of the readers wrote the editor 
to this effect: 

“Suppose, instead of being think- 
ing individuals, we white-collar peo- 
ple become organized. The organi- 
zation would eventually become 
stronger than the individuals in it. 
. .. I believe our country needs us 
as we are—individualistic thinkers 
and doers. Most of us are a pretty 
hearty bunch, used to ups and 
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downs. We have education and tal- 
ent, and out of our necessity many 
new things may be developed. We'll 
take the economic bumps and make 
something good of them. We must 
not lose our freedom.” 

Allow me to repeat and empha- 
size a point, often overlooked. You 
cannot pass laws and establish reg- 
ulations without restricting and 
controlling our activities. Each such 
law or regulation deprives us of 
some of our freedom or liberty. 
Frequently these restrictions do not 
affect our physical liberty but in- 
sidiously control our mental free- 
dom. 


Why bother? 


Two illustrations will prove my 
point. A few weeks ago I asked a 
successful business man why he did 
not increase his production to supply 
a ready and hungry market for 
his goods. He replied that he had 
reached the point where excess prof- 
its tax would take practically all of 
his additional earnings There would 
be some risk in expanding produc- 
tion and he couldn’t see where that 
risk would be justified by the small 
earnings he would be allowed to re- 
tain. This particular type of tax was 
preventing you and me from the 
benefit of additional goods which 
might have been available if this 
man had not been mentally discour- 
aged from producing them. 

Again, a number of years ago a 
construction foreman asked his em- 
ployer, during a slack period in the 
construction industry, for a leave of 
absence as he and his wife wished 
to revisit their former home. The 
employer told him to go and that 
the job would be waiting when he 
returned. He was shocked when the 
foreman said he wasn’t entirely sure 
that he would ever return to work. 
He said he had carefully studied the 
unemployment and relief laws and 
had figured out that by working only 
half time on W.P.A. he could be as- 
sured of an income that, while less 
than he was now receiving, was, 
nevertheless, enough for his wife 
and himself. Here the world was to 
lose the services of a foreman be- 
cause laws, aimed at preventing 
hardship, were discouraging able 
men from continued effort. 

What you and I enjoy from our 
efforts is measured in what goods 
and services are produced by all. 
Money is only valuable for what it 


can buy. Anything which discour. 
ages people from producing goods 
and services robs you and all of us 
by reducing the quantity of goods 
and services which are available for 
our purchase. The greatest progress 
for all will be found where there is 
the least restriction on the individ. 
ual so that he is free and encour- 
aged to develop his capabilities s 
that they may serve us all. 


“Security” 


Much of today’s legislation is con- 
cerned with security. The cry seems 
to be “give us security,” whereas 
our forefathers cried “give us oppor- 
tunity and we will make our own 
security.” Everyone naturally wants 
security but there are two kinds, 
That which we make for ourselves 
and that which is provided us by 
others. The search for the first kind 
is what prompted the voyage of the 
Mayflower and the covered wagon 
trains. The greatest example of the 
other type is a life-sentence in a 
penitentiary. There is true 100% 
security without a care in the world 
but also without freedom. If our 
forefathers had wanted that type of 
security you and I would probably 
be peasants or serfs on the over- 
worked farms of Europe and literal- 
ly they would have given America 
back to the Indians. 

It is my firm conviction, and | 
plead that you join me in it, that 
God created man and endowed him 
with capabilities to build here on 
earth a paradise of his own. I am 
firmly opposed to the defeatist at- 
titude that the average man does 
not have the capability of determin- 
ing for himself what life should be 
for him. I realize that each and 
every one of us_ individually 
has his own peculiar way of valuing 
things and that seldom will all of us 
agree entirely. Because of that we 
have progressed through trial and 
error but I am firmly of the opinion 
that that progress is better than any 
progress that might be charted by 
any one of us individually, no mat 
ter how sincere we might be. 

I therefore plead that each and 
every one of us continue to tell the 
story of what made this country 
great and continue to resist in every 
reasonable way the further spread 
of restrictions and controls in order 
that the individual freedom which 
made America can make it still 
greater. 
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Credit Problems in Construction 
(Continued from page 12) 


ince and loss incident to a breach 
of a building contract by disbursing 
public money in the manner in which 
, surety company can expend its 
own funds in order to avoid de- 
faults on construction projects. 

Efficient surety companies fre- 
quently minimize their losses by 
prompt action in lending their finan- 
dal strength and engineering serv- 
ices to a needy contractor. A govern- 
ment could not function in this 
manner even if it had the legal right 
to do so without opening the door 
to fraud or favoritism. 

Where it has bonded a contractor 
on several jobs and the existence 
ofa default on one job might result 
in the breach of another, a surety 
company may, and it frequently does, 
assist the contractor by pecuniary 
advances and technical assistance. 
Such a course has at times enabled 
the contractor to remain in business 
and out of future profitable contracts 
reimburse the surety for its ad- 
vances, 

Bonds should also be required in 
the case of negotiated contracts. The 
awarding officer may not and fre- 
quently does not realize problems 
which follow a default thereunder. 

Delays to the awarding of con- 
tracts and delays attendant upon the 
prosecution of contracts are inevi- 
table where the bond provision is 
waived. These conditions are ac- 
centuated by the slightest sign of 
weakness on the part of the con- 
tractor. If payments to sub-contrac- 
tors and material men are delayed, 
itis inevitable that the progress of 
the work and flow of material will 
sow down. The uncertainties which 
arise as a result of any discretionary 
application of the Miller Act must of 
necessity cause all third party in- 
lerests to proceed with greater cau- 
tion at a time when speed is essen- 
tial and bonds are easily available. 

[Every State as well as the United 
States (subject to the prospective limita- 
tion above criticized) requires these bonds 
tither by express legislation or as a mat- 
tt of public policy. To rightly measure 
the value of this requirement, the rare, 
lisputed claim must be seen in true per- 
spective. Since around 1935, the fact is 
that at least ninety-nine out of every hun- 
tted claims have been paid by the respon- 
‘ible surety company involved just as 
‘oon as the claim could be audited and 
adequate assurance had that the material 


or work involved was acceptable to or 
had been accepted by the architect or 
public body involved or, notwithstanding 
the lack of such acceptance, it appeared 
that the item conformed to the require- 
ments of the principal contract. 


[True it is that on most infrequent 
occasions a supplier has found that his 
claim is totally or partially uncollectable, 
as for instance, where his claim is not for 
the reasonable rental value of equipment 
while in use on or near the site but rather 
for the purchase price thereof or for a 
major replacement which survives use on 
the bonded job, where the claim is for 
standard merchandise not shown to have 
been delivered to the site of the work, or, 


in the case of federal project, is for sup 
plies sold to a materialman. It must be 
borne in mind that the surety, for a 
premium of 1% of the contract price, 
does not become the insurer of all claims 
of all men. It guarantees performance to 
the public body and payment of labor and 
material claims presented and processed 
in the time and in the manner prescribed 
by the statute requiring the bond. More- 
over no remedy has yet been conceived 
which in practice is more in the public 
interest than the public works’ contrac- 
tors bond under which the risk of non- 
performance of the public contract or 
non-payment of bona fide labor and ma- 
terial claims is shifted to the corporate 
surety. ] 
. 

This article is adapted from an address de- 
livered before the National Association of 
Surety Bond Producers at its annual meeting 
in Houston, Texas. 


Standard Ratios 


(Continued from page 19) 


Hence, the reasoning process be- 
hind relating sales to net worth. 
This relationship is computed by 
dividing annual net sales by net 
worth. 

A corollary use of this ratio may 
assist in determining whether the 
company has been overtrading. Care- 
ful combination of policies of selling 
merchandise on a very thin margin, 
moving it rapidly and offering ex- 
traordinary discounts to spur rapid 
collection, may result in a com- 
pany’s building up a very much 
larger volume of business in rela- 
tion to its own capital, or net worth, 
than is usual. While this is expert 
management if prudently done, any 
factor which subsequently a:ises to 
retard sales or collection might very 
quickly make it necessary to secure 
more capital. 

Whenever the ratio of sales to net 
worth goes beyond a reasonable re- 
lationship, there is always the pos- 
sibility that overtrading exists. 
Thus it might be said that there are 
certain minimum and maximum 
limits within which changes in the 
sales to net worth ratio ought to 
remain, the minimum limit pointing 
to a poor return on the capital in- 
vestment and the maximum limit in- 
dicating the danger of overtrading. 


Insufficient profits 


In seeking to find out whether a 
situation of inadequate profits exists 
the analyst will, as part of his in- 
vestigation, study the income state- 
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ment figures and consider such re- 
lationships as net operating profit to 
sales, gross profit to sales, and in- 
dividual operating expenses to sales. 
Ordinarily the credit officer is pri- 
marily interested in a firm’s balance 
sheet; however, he can and should 
supplement his findings by reference 
to the same company’s income state- 
ment. Important observations can 
be made through the derivation of 
pertinent income statement ratios. 
The ratio of net operating profit 
to sales is computed by division of 
these two factors. The amount of 
the net operating profit may be held 
to reveal the profitableness of sales. 
Yet this profit figure must be re- 
lated to sales for the volume of 
profits in dollars is only a super- 
ficial test of efficient or profitable 
operation. It is the relationship of 
these profits to the total business 
done, as measured on the base of 
the sales figure, which partly deter- 
mines the sufficiency of profits. 


The next step 


Once the relationship of net oper- 
ating profit to sales has been deter- 
mined, the next step is to analyze 
the component parts of the income 
statements, i.e., to establish the re- 
lationships between gross profit and 
sales and between operating ex- 
penses and sales. The supplement- 
ing of the net operating profit to 
sales ratio with these two relation- 
ships should give the credit analyst a 
complete analytical picture of the in- 








come statement. 

Gross profit is divided by net sales 
to secure the gross profit to sales 
ratio. The principal use of this ratio 
is to indicate whether or not a 
change in the relationship has taken 
place and, if so, the degree of such 
a change. This then leads to an 
analysis of the possible reasons be- 
hind such a change, which in turn 
necessitate a careful consideration of 
the sales and cost of sales figures 
of the company, the two items in- 
volved in the ratio and the two most 
important elements of the income 
statement. 


Two forces 


Each of these variables, however, 
is affected by two forces, i.e., com- 
modity volume and price. The effect 
of each force must be isolated in a 
complete analysis. The influence of 
changes in the price level from one 
period to the other must be given 
prominent consideration when com- 
parisons are being made, not only 
with respect to comparison between 
ratios derived from successive in- 
come statements but also with re- 
spect to other ratios where a change 
in the price level might be an in- 
fluencing factor. The influence of 
price level changes can often be 
eliminated for practical purposes by 
the process of adjusting the data in- 
volved through the use of a repre- 
sentative price index. 

There is a very important rela- 
tionship existing between operating 
expenses and the volume of sales. 
The analysis of individual operat- 
ing expense items in relation to the 
sales volume should reflect the abil- 
ty of the management to adjust ex- 
penses to varying sales conditions. 
Each expense is computed as a cer- 
tain percentage of sales and this 
figure is compared with the similar 
prior period percentage or with 
some standard figure and any in- 
crease or decrease noted. The varia- 
tion so disclosed is considered in the 
light of change in sales volume and, 
if it is out of line, the reason is 
then ferreted out. In this manner 
the credit analyst should be able to 
learn what expenses, if any, are con- 
tributing to the insufficiency of 
profits. 


Comparison with standard ratios 


Once the financial statements 


40 


have been analyzed and the ratios 
computed for the individual firm, 
the ratios are then measured against 
standard ratios determined for the 
industry. This part of the ratio anal- 
ysis permits the reduction of the 
financial statements of different 
firms to a comparable basis. The 
credit analyst may compare the 
ratios for a given firm with the 
ratios of other similar firms in the 
area or with average ratios for the 
industry compiled by trade or credit 
associations. These other ratios are 
thus used as standards of compari- 
son to bring to light aspects of the 
business requiring further investi- 
gation or study. It is of course also 
possible to compare successive state- 
ments, and ratios derived therefrom. 
of a firm. Pertinent credit informa- 
tion is often obtained through this 
medium of statement analysis espe- 
cially as regards income statement 
figures. 

The standard ratios used may be 
obtained by the credit executive 
from his credit department, his 
bank, his trade association, or from 
general financial publications. 


Not conclusive 


It is not the suggestion here that 
once the derived ratios for a firm 
have been compared with the stand- 
ard ratios developed, and deviations 
noted, such information be the con- 
clusive determinant in rejecting or 
accepting a credit application. Prac- 
tically every text or article dealing 
with the use of standard ratios is 
replete with the difficulties and dis- 
advantages supposedly encountered 
in their adaptation. The thought 
advanced here is that because of 
the tremendous improvement and 
increasing availability of reliable 
standards in recent years, it is pos- 
sible to use such standards with con- 
fidence and consider them a good 
starting point in any credit analysis. 
When ratios indicating the condi- 
tion of those ailments to which a 
business is subjected are compared 
with similar standard ratios, and 
deviations from such standards in- 
vestigated, important information is 
yielded to the credit executive in his 
analysis of an enterprise’s credit po- 
tentialities. 


Analysis but a beginning 


Since the ratio analysis process 


CREDIT AND FINANCIAL MANAGEMENT, November, 195! 


PRINTED BY PERIODICAL PRESS CORP., PHILA. 23, P+ 








is an overall process of investiga. 
tion, the ratios are best understood 
when considered as a group rather 
than individually. This gives rise to 
the necessity of not only com; ring 
the ratios with the standards byt 
also of relating the ratios one to the 
other (as well as with more genera] 
forces at work in the _ business 
world), in order that the ratio ap. 
plication in its entirety may result in 
a more complete and comprehensive 
picture of the enterprise’s opera. 
tions. The credit executive should 
know what items are likely to cause 
the ratios to vary from the standard 
so that they can be analyzed to de- 
termine which of them have caused 
the variations. 

It is not denied that the use of 
ratios and the implications accom- 
panying each must be completely 
understood before any attempt to 
use them effectively is practicable, 
Perhaps it will be argued that, by 
not discussing here what have been 
termed the fine points with respect 
to the various items and amounts to 
be used for derivation of the respec- 
tive ratios, the real difficulties of 
employment of ratio analysis have 
been overlooked. It may be doubted 
that this objection is valid. Any- 
one using ratios would first of all 
decide what ratios are to be used 
and why. 

In conclusion it might be well to 
emphasize a point brought out in 
most discussions of ratio analysis. 
It is a point of equal applicability 
to all types of operating analyses. 
There must be a realization that the 
ratio analysis process will indicate 
conditions of disequilibrium but will 
not, without supplementary inquiry, 
provide the reason for such condi- 
tions. A supply of facts does not re- 
move the need for judgment as to 
what constitutes a sound credit risk. 
Ratio analysis, as herein presented, 
is not an end; it is one means to an 
end—determination of the sound- 
ness of a firm’s credit position. 
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You can solve all your everyday 





legal problems for only 3c a day! 


Yes, for just three cents per working day you 
can find, quickly and surely, the answer to all 
those nagging legal questions that crop up in any 
business transaction. (And credit executives don’t 
have to be told how many and how worrisome 
they can be!) 

How can this wonderful feat be accomplished ? 
Just by sending $7.50 to the address below and 
reserving your advance copy of the CREDIT 
MANUAL of COMMERCIAL LAWS at the 
special pre-publication price. (Next month the 
price will be $10.00.) 

Literally hundreds of legal questions crop up 
in the course of business that demand answers, 
quick answers, definite answers. Every question 
that could arise in a credit executive’s normal 
day is answered fully, concisely and in the 
credit executive’s own everyday language in 
the 1952 edition of the CREDIT MANUAL 
of COMMERCIAL LAWS. 

The CREDIT MANUAL is no substitute for 
a lawyer, of course. It doesn’t profess to be. But 
think how often you have wished you had some 


way of answering questions that would save your 
lawyer’s time and your money! That is exactly 
what the CREDIT MANUAL of COMMER- 
CIAL LAWS does. A quick flip of the finger 
and there is your answer, as plainly understand- 
able as an item in your daily newspaper. 

From the moment you receive an order to the 
time your customer’s check clears at the bank 
every legal obstacle, every legal obligation, every 
legal pitfall you could possibly meet is noted and 
explained. No matter who your customer is, cor- 
poration, partnership, individual or even Uncle 
Sam himself, every situation you can come up 
against is covered. The CREDIT MANUAL of 
COMMERCIAL LAWS tells you everything you 
can do, everything you can’t do and everything 
you must do in carrying out your credit job. 

You can reserve your copy of the 1952 
CREDIT MANUAL at the special pre-publica- 
tion price of only $7.50 by sending in your order 
now. Don’t delay. The edition is limited and next 
month the $2.50 saving will no longer be available. 
So write now. 


AND HERE'S SOMETHING EXTRA 


If you send your check with your order you will receive 





at once—your copy of the 


new and valuable booklet ‘Danger Signals Found in Financial Statements.” This 
EXTRA value is yours if you order your CREDIT MANUAL right away and send 
your check with order. Why not write now while you are thinking about it. Send your 


order to 


Publications Department 


National Association of Credit Men 
229 Fourth Avenue 


New York 3, N.Y. 





Here today--Gone tomorrow’ 
IF YOU HAD THESE REPORTS, 
YOU SAVED A CREDIT LOSS 
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HIS CUSTOMER’S paying record was good two years ago. One year 

later the report showed him slipping—a warning to the alert Credit 

Executive to be on his guard. The August report was the prelude to 

bankruptcy. Suppliers lacking the warning contained in these reports 

found it too late to protect themselves... This is not an isolated case. 

lila tiaebas Credit Executives should protect their good records by checking up 

on their customers, with Credit Interchange Reports, at regular inter- 
vals... You can’t buy cheaper protection! 


Ask the Bureau serving your area, or write 


Credit Interehange Bureaus 


Seman | NATIONAL ASSOCIATION of CREDIT MEN 
“| 512-14 Areade Building . . . ST.LOUIS 1, MO. 








